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“JUDGING SECURITIES” 


A booklet written by our Statistical Department and sent on request, 

which is of exceptional interest and value to investors. 

The purpose of this booklet is to assist the investor in de- 
termining the value of a stock or bond for himself. 

It tells what the primary considerations are in judging a 
security—what questions a man should ask himself before 
he buys. 

Without being technical, it explains the items found in 
a balance sheet and an income account (such as contained in 
annual reports) and enables the investor to figure out and 
understand a corporation’s financial condition and earning 
power. 

The booklet is interesting and instructive, and will be 
sent without charge to those who request it. 
[ANALYSES RECENTLY ISSUED BY OUR STATISTICAL DEPARTMENT 

A—READING & SEGREGATION. A clear statement of the po- 

sition of Reading stockholders in the light of a probable distribu- 

tion of the company’s “outside” assets. 

B—LEHIGH VALLEY RAILROAD. A calculation showing 


clearly the real position of the road as regards earning its divi- 








dend this year. 

(C—LEHIGH VALLEY COAL SALES CO. A comparison with 
the D. L. & W. Coal Co., showing a striking similarity in earn- 

D. L. & W. Coal stock is selling around 400, Lehigh Val- 





ing power. 

ley Coal Sales around 250. 

D—ALLIS-CHALMERS. A calculation indicating the value of the 
new stocks. 

E—REPUBLIC IRON & STEEL. A review of its operations, giv- 


ing an accurate and more complete income account than that in 








the company’s own report. 
F—ILLINOIS CENTRAL. A discussion of the effect of the road’s 
many adversities upon its dividend prospects. 

G—UNITED STATES RUBBER. A criticism of the financial 
plan and a forecast of the earnings on the stock next year. — 
H—BALTIMORE & OHIO. A study of the road’s progress dur- 

ing recent years and its prospects. 
[| —AMERICAN CAN. A light thrown upon the true values of the 


preferred and common stocks. 


Any or all of the above will be sent on request to those interested. 


EASTMAN, DILLON @ CO. 


Members New York Stock Exchange 
Investment Bankers 
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Politics and the Investment Market 


By C. M. KEYS 


N April, May and June the invest- 
ment business in New York markets 
lagged badly. New issues of stand- 

ard sort were rare and those that did 
appear seemed to stay on the counters 
unduly long. The star city salesmen of 
the big underwriting houses spent a 
good deal of time visiting around among 
the retail dealers in bonds and stocks 
telling hard-luck stories of business that 
did not amount to anything worth while. 

The standard explanation of the situa- 
tion was that it is a political year, and 
that men are not buying bonds and 
stocks, because of the political uncer- 
tainty. It is a trite and easy explanation. 
I cannot see that it explains very much. 

In the listed market for stocks un- 
doubtedly the political circus has the at- 
tention of the country. The outcome, 
too, seems to hold little promise for the 
speculative fraternity, no matter what 
it may be. Of course, it is taken for 
granted that, when somebody has won, 
the semi-professional trading class will 
resume its interrupted business and take 





up some of the lamentable slack in stock 
market affairs; but this is hardly an in- 
vestment consideration at best. 

The causes that have contributed to 
the making of conditions in the invest- 
ment market lie a little deeper and may 
be a little more serious. In the first 
five months of the calendar year, a little 
more than $900,000,000 of investment 
securities, using the phrase in its broad- 
est sense, was absorbed by the invest- 
ment public in the United States. In 
that same period only about $100,000,- 
000 of refunding was accomplished, 
leaving a net amount of about $800,- 
000,000 of capital raised in the invest- 
ment markets. 

The conditions that surrounded this 
task of distribution were not of the 
happiest. The gilt-edge portion of the 
financing—such issues as the branch 
line bonds of the Northwestern for in- 
stance—went into well-worn channels. 
They did not slide through these chan- 
nels with their accustomed ease. It is 
probably true that a larger proportion 
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of the gilt-edge bonds sold this year 
are still undigested, that is, still waiting 
for their final buyers, than of any other 
class of underwriting. 

Second and third class railroad securi- 
ties, such bonds as the Atchison. divi- 
sional lines, the Virginian issue, the 
Rock Island debentures, have been sold 
under quite unusual pressure. Odd and 
casual issues, the Tokio bonds for ex- 
ample, are mostly lingering in first and 
second hands, awaiting some chance 
public movement to take them away. 

In the distribution of all these classes of 
securities there has probably been a great 
deal more trading than would have been 
necessary under happier circumstances. 
The underwriters have been obliged, in 
order to get things moving, to offer 
profitable trades to the public, with the 
result that the listed market for bonds 
has been under constant pressure. This 
pressure has probably been most acute 
in the better classes of listed bonds, with 
the result that at the end of May the 
average of prices for the standard issues 
was, proportionately to their market 
character, the lowest average of prices in 
the bond market. 

In all this new financing and making 
of markets for new sorts of railroad, in- 
dustrial and public utility issues a new 
competition has been felt. The issues of 
industrial preferred stocks, warmly en- 
couraged by the banking houses because 
they meet the new and strange demand 
on the part of the people for a very high 
rate of income, have, without doubt, 
curtailed the normal public demand for 
standard investment securities. It is ex- 
tremely puzzling to the individual in- 
vestor the first time he receives a warmly 
eulogistic letter from his conservative 
banker offering a seven per cent. se- 
curity. If he tries it once, he usually 
ends up by being a good seller of stand- 
ard bonds. Undoubtedly, quite a bit of 
real liquidation of standard bonds and 
old-fashioned stocks paved the way for 
the easy and sudden distribution of the 
new and modern industrial issues of this 
past year, 

None of these phenomena had any- 
thing to do with politics. The cost of 
living is the mainspring of the desire 
for high income; the desire for high in- 
come is the main reason for the liquida- 
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tion of standard bonds; and the liquida- 
tion of standard bonds by the public is 
the main reason for the apparent soft- 
ness of the investment market. Nobody 
blames the coming election for the high 
cost of living. 

The diminishing buying power of the 
coupon on the bond is the only disease 
from which the investment market suf- 
fers at the moment; unless, indeed, a 
little passing indigestion classes as a 
disease. This dwindling of purchasing 
power is quite beyond remedy so for as 
Wall Street is concerned. All that Wall 
Street can do is. to attempt to meet pass- 
ing conditions. If the public will ‘not 
buy gilt-edge bonds at four per cent., 
and if the railroads will not sell gilt-edge 
bonds at five per cent., the natural and 
obvious method of treatment for the oc- 
casion is to give the public something 
else, carefully chosen public utility bonds, 
timber bonds, industrial stocks, indus- 
trial bonds, junior railroad issues. If 
they look “just as good” and if they taste 
a good deal better to a people hungry 
for more income, that is the answer. 

In my judgment, given merely as an 
offhand opinion for what it may be 
worth, the real political issue of the next 
administration has barely been men- 
tioned in the hurly-burly of a mud- 
slinging campaign. It is this same ques- 
tion of the cost of living. There is an old 
German saying that no tree ever grows 
quite to the sky; but ‘it is not possible 
at this writing to see what can be done 
to prevent the continued rise in this item 
of living necessity, for the individual, 
for the corporation, for the Government, 
for the city. Unless all signs fail, the 
next administration will meet this issue 
face to face. The coming period in the 
investment market, that is, the bond 
business of Wall Street, depends almost 
directly upon what answer the political 
world will make to this dangerous 
economic question. 

All the financing of 1912 has been ac- 
complished on an average rate of interest 
or dividend well up to, if not over, five 
and one-half per cent. The issues dur- 
ing the month of May, almost without 
exception, paid five per cent. or more. 
If the average of commodity prices dur- 
ing the next twelve months duplicates 
the performance during the past twelve 























months, it is not at all out of the way 
to figure that possibly the average rate 
of interest or dividend paid on the capi- 
tal raised during the year 1913 may be 
well up to six per cent. per annum. 
Obviously the investment world awaits 
developments in an economic problem 
quite beyond its own control. 

I have been asked to touch in this ar- 
* ticle upon some of the main factors that 
create this condition and that have 
brought the investment world face to 
face with the problem of the high cost 
of living. This task has been performed 
many times by writers much better quali- 
fied than I am to perform it. Yet there 
are one or two points that may well be 
brought out anew in every article dealing 
with investments and the cost of living. 

The fact is that while the world-wide 
cost of living has advanced about 25 per 
cent., the cost of living in the United 
States has advanced about 40 per cent. 
The economists have demonstrated that 
the world-wide advance is due in large 
part primarily to the increase of gold 
production. It is quite obvious, however, 
that if this may be taken to be true in 
a general sense, it does not explain why 
in the United States the increase has 
been 50 per cent. faster and greater than 
throughout the rest of the world. We 
can do little politically to check a world- 
wide tendency. Certainly we cannot 
close the gold mines of the Rand or in 
any other way interfere with the output 
of gold. 

The American problem, therefore, re- 
solves itself into finding out as well as 
we can and remedying as best we may, 
the peculiar causes that have caused the 
excess of increase in this overhead cost 
in the United States as compared with 
foreign countries. In a broad way most 
students put it down to national ex- 


travagance. This extravagance shows 
itself not only in an_ excessive 
and dangerous tendency toward the 


purchase of luxuries, toward fine liv- 
ing on the part of men and women of 
limited earning capacity and toward the 
promiscuous throwing away of money, 
but also in an apparent indifference to- 
ward the methods that have been used 
in other countries to cut down and cur- 
tail the ordinary daily routine expenses 
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of life, namely, food, clothing, fuel and 
other basic items of expense. 

The handling of business from pro- 
ducer to consumer costs more in the 
United States than in any other country 
in the world, except, of course, small iso- 
lated countries. The farmer of the United 
States pays more for the money he bor- 
rows on his farm or his products than 
is paid by any other farmer in a great 
agricultural country. The same farmer 
wastes more money in getting his crops 
to market and in hauling his purchases 
from the railroad to the farm than is 
paid in any other highly civilized and 
well settled country in the world. 

These are all excessive taxes which 
are peculiar to the United States and 
all can be remedied in the course of time 
by statesmanlike administrative methods. 
They will not be remedied, however, or 
even partly remedied, until we have a 
political administration in Washington 
fully aware of the task which it has un- 
dertaken and completely backed up and 
supported by public sentiment. Today 
public sentiment is so apathetic and so 
poorly organized that even in the first 
step of tariff reform it cannot hold the 
lists against the champions of special 
interests in trade and commerce. It will 
probably be many years before the ab- 
solute ‘needs of the nation force the 
tremendous and quite possible economy 
that could be affected by a decent system 
of co-operative buying and selling, a 
well balanced system of agricultural 
banking, a sweeping revision of. tariff 
in necessary items of living and a gen- 
eral policy of building economical roads 
in the agricultural regions of the country. 

There is no cure-all for the high cost 
of living. If we must have a quick and 
sudden adjustment, the only known 
remedy is a revolution or sweeping de- 
structive panic, running for a sufficiently 
long time to glut the market with unem- 
ployed labor, to educate the nation in 
economy, and to destroy all the ex- 
travagant habits of the people as a whole, 
We have not gone so far as to need any 
such remedy. What we do need is a 
slow constructive development along 
the lines of national economy and elim- 
ination of unnecessary waste. 











The Railways and Their Cost of Living 
How the Roads Are Working Out Their Problems 


By WILLIAM T. CONNORS 


NOTICEABLE feature of the 

A recent market has been the 

relative heaviness of railway 

stocks as compared with industrials 
and specialties. 

This tendency is quickly seen by a 
glance at the accompanying diagram. 
The low point for the average price of 
20 railway stocks in 1910 was 105.6. 
At the same time the 12 industrials 
touched bottom at 73.6. In the follow- 
ing 14 months, which included a bull 
market and a bear market, the indus- 
trials lost ground as compared with 
the rails, declining to 72.9 September 
25, 1911—a shade lower than the low- 
est price of 1910; while the railways 
lacked four points of reaching the low 
price of 1910. 

During the ensuing bull market, 
however, up to June 6, 1912, the 12 
industrials rose 18 points, while the 
railways were, on that date, only 11 
points up. Most of the prominent rail- 
way stocks lagged behind on the ad- 
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vances, and grew noticeably heavy on 
declines. 

As usual, there were several reasons 
for this phenomenon; for it is rare that 
a stock market situation can be wholly 
explained by the action of any single 
factor. But the second diagram here- 
with strikes pretty close to the root of 
the matter. It shows the per cent. of 
net earnings to total capitalization; or, 
in other words, the rate of interest the 
roads could pay on all their bonds, 
stocks, equipment notes, etc., taken to- 
gether, if all earnings were applied to 
that purpose. 

During the dull times from 1894 to 
1897, the per cent. of net earnings to 
capitalization was nearly stationary at 
3.6 to 3.7. Then came the extraordi- 
nary boom which ended in the collapse 
of 1903, showing a continuous advance 
in this per cent. to 5% for the fiscal 
year ending June 30, 1903. 

A still higher point was touched in 
1906, 5.8 per cent. The dull times of 
1908 brought a reaction to 4.7 per cent., 
and the loss was only partially recov- 
ered in 1910, at 5.1 per cent. Then 
came simultaneous advances in wages 
and reductions in rates, causing a de- 
cline to 4.6 per cent. for 1911 and 4.4 
per cent. (partly estimated) for the 
fiscal year ending June 30, 1912. 

Since more than half the capitaliza- 
tion is represented by bonds or other 
funded debt—about ten billion dollars 
in 1910, against eight billion dollars of 
stocks—and since the interest on the 
bonds must be paid in full before the 
stocks can get any dividends, the de- 
crease in the net earnings applicable to 
the payment of dividends on stocks 
has, of course, fallen much more than 
the decline in the per cent. of net to 
the entire capitalization. 

Assuming an average rate of 4% per 
cent. on the entire funded debt, the 
earnings applicable on all railroad 
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PER CENT. OF NET RAILWAY EARNINGS TO TOTAL CAPITALIZATION, 1894 TO 1912. 


stocks in 1906 were about 7.3 per cent., 
and promise to be approximately 4.3 
‘ per cent. for the fiscal year ending 
June, 1912. 

This situation is not primarily due 
to any decline in total business handled. 
Taking the gross earnings of ten lead- 
ing roads (Babson’s figures) as an ex- 
ample, we find that they were $784,000,- 
000 for the calendar year 1911, against 
$623,000,000 in 1906, the year when the 
per cent. of net to capitalization was 
the largest. 

The business of the roads, as meas- 
ured in dollars, has continued good. 
Even during the last two years. when 
the per cent. of net to capitalization has 
shown the sharpest drop, gross earn- 
ings have nearly held their own. Ac- 
cording to the figures of the Bureau of 
Railway Economics, total operating 
revenues for the fiscal year 1911, de- 
creased only 0.8 per cent. from 1910, 
and for nine months of 1912, the de- 
crease from the corresponding nine 
months of 1911 was only 0.4 per cent. 

The fundamental difficulty is that 
gross earnings have remained practi- 
cally stationary while everything else 
has risen in price. The cost of living, 
as measured by Gibson’s {ndex, ad- 
vanced from about 106 in May, 1911, to 
123 in May, 1912—a gain of over 16 
per cent. Likewise Bradstreet’s aver- 
age of wholesale prices rose from 8.46 
in May, 1911, to 9.27 in May, 1912, or 
9¥ per cent. 


Perhaps the latter figure is the more 
accurate as applied to the railways, as 
their principal expenses—for materials 
and wages—have not risen as much as 
the cost of living for the average fam- 
ily. 





This condition is not peculiar to 
America. The rise has been equally 
great in England and in Germany, 


as shown by index figures compiled in 
those countries. 

The railroads are in the same fix as all 
the rest of us—stationary income and 
increasing expenses. The roads have 
not been able to increase the price of 
their product—transportation—in pro- 
portion to the advance in other prices. 
This is quickly seen from the average 
rates of all roads in the United States: 








Revenue per Revenue per 


passenger ton per 
per mile. mile. 
Cents. Cents. 
WP ickasi:k oui 1.978 724 
1900......... 2.003 729 
OR. ivcdem 2 750 
RE 1.986 757 
1903-66... sas.) 2006 763 
1904... .... 1% 2OO 780 
Sr ae 1.962 766 
1906......... 2.003 748 
1907-53 6 ase oc nk RS 759 
POOR. ss sok 1.937 * 754 
|) Fa ae i 1,928 763 
a aa 1.938 753 
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Up to 1904 rates advanced with other 
prices ; but since 1904 other prices have 
gone on and left railroad rates behind. 
Later figures are not yet available, but 
it is certain that the tendency is still in 
the same direction. 


GROWTH OF CAPITALIZATION. 


How have the roads met these con- 
ditions? Why, just as thousands of in- 
dividuals have met them—by borrow- 
ing money or otherwise increasing their 
obligations. The table herewith shows 
that the capitalization of American 
railroads has been rapidly outstripping 
both population and business handled. 
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passenger-miles and 255 billion ton- 
miles—or nearly three times as much 
business as in 1895, During this period 
operating expenses increased from 
$725,000,000 to $1,822,000,000, or only 
about 2% times. 

This means, in a word, handling 
more business in proportion to number 
of employees; so that employees, as a 
rule, must work harder or assume more 
responsibility. As the cost of living 
has at the same time been advancing, it 
is not surprising that railroad wages 
have also advanced. Intelligence and 
the ability to carry large responsibili- 
ties faithfully are worth money in rail- 








Population, Gross Earnings and Capitalization. 
Population Total Operat- Total Capital- 
of U.S ing Revenues. ization. 
Millions. Millions. Millions. 
OG ii hiis Sas as seals HOR 84 $2,082 $13,805 
Dd suid adeewenree sees 86 2,326 14,570 
Si ieuce antes hike <b died 87 2,589 16,082 
artisans washen civee 89 2,394 16,767 
TET 3 < 6U So oh ve 36 boos 90 2,419 17,488 
Ey CER aS os 92 2,751 18,417 
SR tndadicdunen t46423.05 94 2,730 18,740* 
Per cent. increase, 1911 
Qe Beas os wandevae 12% 31% 36% 
Per cent. increase, 1911 
Over 1907 6 6 on ss cess ce 8% 5% 16% 
* Approximate. 











It is noticeable that the rate of in- 
crease in capitalization has not been 
as rapid since 1910 as it was from 1905 
to 1910. Apparently a dangerous tend- 
ency has at least been checked. 


WAGES. 


During the last twenty years there 
has been a great advance in the operat- 
ing efficiency of American railroads. 
This has been accomplished by im- 
proving roadbeds and cutting down 
grades, increasing the train loads, sub- 
stituting heavier rails, using larger lo- 
comotives and cars, and in all depart- 
ments using the machine instead of the 
man wherever possible. ; 

The average train load, for example, 
rose from 177 tons in 1890 to 380 tons 
in 1910. In 1895, the total business of 
all roads amounted to about 12 billion 
passengers carried one mile, and 85 bil- 
lion tons of freight carried one mile. 
In 1910 this had grown to 32 billion 


roading just the same as any other kind 
of business. 

In agitating for higher rates, the rail- 
ways naturally emphasize the increases 
in wages as a reason; but there are 
really three almost equally important 
causes for the decline in net earnings 
—increased capitalization, greater cost 
of all materials, and higher wages to 
employees. 

From June 30, 1910, to June 30, 1911, 
the total number of employees on the 
railroads increased about 2 per cent., 
but total wages paid increased 5 per 
cent., and this increase in wages was 
more than double the increase in gross 
earnings for the same period. But the 
increase in wages during this year was 
exceptionally great. 


MAINTENANCE. 
Under the above conditions, it is 
natural to expect that the roads would 
economize in maintenance of way and 
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structures, and this we find has been 
the case. For the calendar year 1910, 
the roads expended 13.3 per cent. of 
gross earnings in maintenance; for 
1911, 12.7 per cent.; and for the first 
three months of 1912, 11 per cent—the 
latter figure comparing with 11.4 per 
cent. for the corresponding three 
months of 1911. 

The roads are charged with substi- 
tuting cheap labor for highly paid la- 
bor wherever possible, with resulting 
injury to excellence of the service. It 
is also asserted that rail replacement is 
being neglected. The Journal of Com- 
merce publishes the following table 
showing the ratio of purchases of new 
rails by all roads to the total freight 
business: 


3 
3 * 
$ é & a ~ ¢ 
£5 oss we S 
le acm ‘> a = 
= ao = 3 os 
aS <eS a3 7 
1901....$17,279,453 595,843 148,959 4.00 
1902.... 16,978,147 585,453 156,624 3.73 
1903.... 17,429,490 601,017 171,290 3.50 
1904.... 17,378,870 599,271 172,613 3.47 
1905.... 18,300,322 631,045 187,376 3.31 
1906.... 22,008,078 758,899 216,654 3.50 
1907.... 19,980,486 688,982 236,601 2.91 
1908.... 13,995,974 482,619 218381 2.20 
1909.... 15,529,428 535,497 218803 2.41 
1910.... 16,827,447 580,257 255,017 2.27 





*In millions of ton-miles. 


In this connection it should be re- 
membered that rails in use in 1910 av- 
eraged much heavier than those in use 
in 1901, so that they would naturally 
wear out more slowly, and less replace- 
ment would be necessary. Neverthe- 
less, it must be admitted that the roads, 
as a whole, are pinching a little on 
maintenance wherever they find it pos- 
sible. 
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The solution of these railroad prob- 
lems is not a matter that is of interest 
only to a few large capitalists. The 
number of stockholders in the railways 
of the United States is, according to re- 
cent figures, about 390,000, the average 
holding being 140 shares each. More- 
over, the property of the entire country 
is bound up with that of the railroads. 
And without question, the people as a 
whole desire to give the railroads a 
“square deal” in the matter of rates. 
The whole question is, What is a 
square deal? 

It is a foregone conclusion that the 
roads must be permitted to earn a fair 
return on their investment, otherwise 
new capital will seek other fields. From 
this point of view the question will, in 
fact, settle itself in time. If capital is 
discouraged from investment in new 
roads, all increase in business with the 
growth of population must go to lines 
now existing, and this will eventually 
raise their earnings to the profit-yield- 
ing point again. 

In the meantime, investors who re- 
gard the situation as dubious may well 
consider some of the leading preferred 
stocks, on which earnings are so large 
as to place the dividends beyond the 
reach of any ordinary difficulties. A 
few of these, all yielding from 4% to 5 
per cent. on present prices, are as fol- 
lows: 


Amount Div. Earned 

Outstanding. Rate. 1911, % 
Un Pac....... $99,569,300 4 40.1 
Reading Ist... 28,000,000 4 28.3 
Nor & West.. 22,991,700 4 33.1 
PCC & St L 27,476,150 5 16.3 
B&O........ 58,863,974 4 12.3 
Omaha ....... 11,259,912 7 25.1 
SSG. os U5 A. 12,603,400 7 14.5 
Atchison ..... 114,199,500 5 18.7 
Oe  ontiiel a 116,274,900 7 14.0 

N Y C & St 

os See a ae le 5,000, 5 37.1 
CCC&StL. 10,000,000 5 18.0 
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Is It a Menace or 
M‘ MORETON FREWEN, an 


English economist, has “stirred 

up the animals” recently by a 
prediction that the continued absorp- 
tion of gold by India for purposes of 
hoarding would so lessen the stock of 
gold in commercial countries as to 
produce disastrous results. 

This drain of gold is not new, but is 
increasing rapidly, especially since the 
imposition of a duty of eight cents an 
ounce on silver imported into India. 
The duty operates to diminish hoard- 
ing of silver and its place is taken by 
gold. 

There are two countries which have 
for many years absorbed gold almost 
continuously, and very little of it ever 
comes out again. These are India and 
Egypt. The people of those countries 
have but slight banking facilities and 
would not trust the banks if they had 
them. . 

Lord Cromer in an address explained 
the disappearance of gold in Egypt as 
follows: 

“A little while ago I heard of an 
Egyptian gentleman who died, leaving 
a fortune of £80,000, the whole of which 
was in gold coin in his cellars. Then, 
again, | heard of a substantial yeoman 
who bought a property for £25,000. 
Half an hour after the contract was 
signed he appeared with a train of don- 
keys bearing on theit backs the money, 
which had been buried in his garden. 
I heard that on the occasion of a fire in 
a provincial town no less than £5,000 
was found hidden in earthen pots. I 
could multiply instarices of this sort. 
There can be no doubt that the practice 
of hoarding is carried on to an excess- 
ive degree.” 

In India the practice of hoarding is 
even more general than in Egypt. 
Many of the Indian princes have im- 
mense fortunes stored in gold, silver 
and gems. 


During the ten years 1890 to 1899, 


Absorption of Gold by India 


Merely a Bugaboo? 


India absorbed, according to the esti- 
mates of Director Roberts of the 
United States Mint, about $136,000,000 ; 
during eleven years, 1900 to 1910, 
$434,000,000. But for one year, ending 
March 31, 1911, the absorption was 
$90,000,000, or substantially one- 
quarter of the world’s production in ex- 
cess of consumption in the industries 
and arts. For the first quarter of 1912, 
Indian imports of gold were nearly 
$60,000,000, or over one-half the esti- 
mated gold production of the world 
available for money purposes. 

It is this rapid increase in the Indian 
imports since the duty on silver was 
removed which forms the basis of Mr. 
Frewen’s warnings. 

Has the recent absorption of gold by 
India and Egypt seriously affected the 
world’s scale.of prices? American and 
English indices of commodity prices 
—Bradstreet’s and the London Econo- 
mist’s—have been as follows since 
1904, the figures given being the aver- 
age for each year with the exception 
of the last, which is the average for 
April, 1912. 


American. English. 
MY Sao teves ae ent 791. 2178 
need ss+e9 shan 8.09 2176 
ns asbensaénds 8.41 2361 
ET eka os « w'wia ea 8.90 2508 
Serer 8.00 2223 
RR brs wink nena 0k 8.51 2231 
ST See 8.98 2407 
og SAR eer 8.71 2542 
April, 1912....... 9.10 2791 


The table shows that the advance 
from 1908 to 1912 has been very sharp 
—just the opposite of what would be 
expected, if the disappearance of gold 
into India were producing an immedi- 
ate effect toward contraction of money 
supply. 


However, Mr. Frewen does not 


claim that the effect of Indian absorp- 
tion will be immediate. 


His words 
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are: “Should these conditions con- 
tinue, the world, at the next recur- 
rence of panic, will be confronted with 
an irreparable disaster.” 

Over short periods, the contraction 
and expansion of credit has much 
more effect on prices than the supply 
of gold. For the United States, the 
total of circulating mediums—gold, 
other money, and bank deposits subject 
to check—is about 8% billions, of 
which only about one-half a billion, 
or one-seventeenth, consists of gold. 
Therefore, upon a purely theoretical 
basis, an increase of 10 per cent. in 
bank deposits, the stock of gold mean- 
time remaining stationary, would cause 
a rise of 9.4 per cent. in prices. 

It is unnecessary to say that the law 
does not work with any such exact- 
ness; but the figures serve to illustrate 
the point that credit has so much to dé 
with the immediate scale of prices that 
the effect of any change in the world’s 
supply of gold can be detected only by 
the study of a considerable period of 
time. Therefore the fact that prices 
have been moving for several years 
contrary to Mr. Frewen’s fears, must 
not be allowed to impeach the possible 
soundness of his argument. 

Over any long period of time, the 
movement, of prices is roughly influ- 
enced by the. world’s stock of gold 
available for use as money. (See 
“Effect of Gold Production on Stock 
Prices,” THE TICKER AND INVESTMENT 
Dicest, volume 7, page 3.) The an- 
nual production of gold is small in 
comparison with the total stock on 
hand ; and it is the stock of gold which 
exercises whatever influence on prices 
we may be willing to admit is exercised 
by the supply of gold. 
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Here is the weakness of Mr. 
Frewen’s argument. The world’s stock 
of money, January 1, 1911, was ap- 
proximately $12,500,000,000 for the 
principal countries, of which $6,700,- 
000,000 was gold. For the first quarter 
of 1912, Indian imports exceeded the 
same period of 1911 by about $20,- 
000,000. Even if this increase were to 
keep up throughout the year, making 
$80,000,000 during 1912, this would be 
only six-tenths of one per cent. of the 
world’s stock of money on hand. The 
effect of this trifling loss would be 
slight indeed, compared with the wide 
variations in the contraction and ex- 
pansion of credit which occur every 
year. 

The absorption of gold by India un- 
doubtedly exists, and it undoubtedly 
has an effect in the direction asserted, 
but the matter is relatively unim- 
portant because all gold thus absorbed 
is such a very small per cent. of the 
world’s total supply. 

A much more important influence is 
to be found in the fact that the world’s 
production of gold, which steadily in- 
creased from 6,000,000 ounces in 1890 
to 22,000,000 in 1909, remained sta- 
tionary in 1910 and decreased to less 
than 21,000,000 ounces in 1911. 


_ For twenty years the business of 
the world has adjusted itself to increas- 
ing gold production. The check to this 
tendency may be merely temporary, 
but if it proves permanent, its effect 
is certain to be ultimately felt in the 
fall of general prices. In the mean- 
time the shorter swings of the gen- 
eral level of commodity prices will be 
chiefly controlled by credit conditions, 
as heretofore. 














What an Investor Ought to Know 


IV—That as a General Rule the Risk in a Security Increases 
with the Income 
By FREDERICK LOWNHAUPT 


[Under the above caption it is intended to present a series of articles treating many of 
the fundamental facts that are either never learned by many.investors or apparently over- 
looked in the purchase of investments. Discriminating selection is no easy matter. Without 
a knowledge of the basic principles underlying the science of investment rational selection is 
impossible. The aim of these articles will be to give many facts in readable form—facts 
which in themselves are technical, but which, co-ordinated, explained and placed in proper 
relation to each other, are both interesting and easily understood. ]} 


OWEVER often this statement 
may have been made, it needs 
to be made a great many times 

more. If there is anything that investors 
know absolutely and quite as thoroughly 
forget it is this very fact. Unconsciously 
thousands of investors have been carried 
with the tide of modern tendencies, so 
that they find themselves rather distant 
from where they were some years ago. 
That is to say, ten or fifteen years ago 
a much larger proportion of investors 
adhered to the idea of least risk and 
accepted without question 4 per cent. or 
very close to it. 

A few years ago the apparent acme of 
safety was in a security yielding around 
3 per cent. Some of the high-grade 
railroad bonds exemplified this character 
of investment. As a matter of fact, 
however, the investor who was looking 
for the very irreducible minimum of 
safety in those times could have taken 
his choice of a number of municipal is- 
sues that carried him even below 3 per 
cent., notably those of the City of New 
York, which were selling around a 2.90 
per cent. basis, or United States Govern- 
ment bonds yielding even less than 2 per 
cent. Of course it has been recognized 
for a long time that our government 
issues are not investment securities in 
the generally accepted sense of that 
term. 


The range of income in those times 
was very wide, giving as a consequence 
a much broader latitude within which to 
work in selecting a group of securities. 
Today the irreducible minimum may be 
said to be just under 4 per cent.—and 
found in the highest grade municipal 
bonds. 

There is only a slight difference in 
the degree of risk involved in invest- 
ments yielding 4 per cent. and those 
yielding 4% per cent. It would be 
a rather presumptuous investment ad- 
viser who would undertake to define 
clearly the exact difference in degree of 
risk in two bonds of a difference of one- 
quarter of one per cent. at that point. 
Add another quarter of one per cent. 
to the income and the difference is still 
comparatively unimportant. The dis- 
tinctions in point of safety between two 
bonds of these income bases are not al- 
ways readily apparent even to the trained 
man. 

* Raising the income to 5 per cent. we 
still are within the bounds of safety, but, 
of course, we cannot claim for such a 
security the high degree of safety that 
holds in the case of the 4 per cent. bond. 
There was a time not long ago when the 
5 per cent. bond was classed as a business 
man’s investment, meaning that the 
degree of risk was about what the aver- 
age business man could well afford to 
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take, but now many 5 per cent. bonds 
are recommended as somewhat better 
than an average business man’s risk. 
In fact the burden of some of the best 
advice is to the effect that the 5 per cent. 
bond has come to stay and that con- 
servative investors may ask 5 per cent. 
on the average on their holdings and 
rest easily. 

There are so many qualifications in the 
stating of the degree of safety or risk 
that goes with any bond that it is im- 
possible to generalize. There are public 
service securities that for all that may 
be discerned or judged by the bankers 
are thoroughly sound and will never rest 
under the shadow of doubt as to the 
ability of the company to earn its full 
fixed charges in all times. There are 
others of the same class yielding around 
the same amount of income which are 
perfectly good, but about which there 
cannot be thrown that air of certainty 
as in the former case. 

The question of the degree of safety 
existing in two bonds may be roughly 
illustrated by citing the underlying issue 
of, say, a good railroad as compared 
with a junior issue of the same company. 
Assume that the margin of earnings is 
far and away sufficient to take care of 
the interest on the junior bonds with a 
wide distance to spare. How shall be 
declared the difference in security of the 
two bonds, except it be purely theoret- 
ical? The difference in market price 
must be built upon the difference taken 
to exist in the quality of the liens. 

Once the investor gets above 5 per 
cent. he moves into a compass within 
which the elements of security change 
more or less rapidly and noticeably. For 
instance, the difference in security be- 
tween a bond yielding around 5 per cent. 
and another yielding around 6 per cent. 
is marked. Certain factors begin to 
show themselves plainly when the se- 
curity goes toward 6 per cent —highly 
fluctuating earnings, or a very specula- 
tive type of business, a narrow margin 
of earnings available for the particular 
bond, or some other consideration that 
works with equal force on the market 
position of the bonds. 

Beyond 6 per cent., of course, these 
factors become accentuated and there are 
generally market fluctuations of a most 
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pronounced character. There are a 
number of issues on the Stock Exchange 
yielding around 6% per cent. and even 
up to / per cent. and over, that are al- 
most as speculative as many common 
stocks. The earnings upon which they 
depend fluctuate widely so that in the 
periods of poor business the question 
comes up naturally as to whether the 
danger point is not near. 

It is in this class of bonds that the 
speculator in bonds finds his great op- 
portunity for large profits. His income 
alone is big, but he may even augment 
this by operating in the bonds and catch- 
ing the fluctuations in price. The trader 
of this type enjoys at least this satisfac- 
tion and assurance—that interest on his 
bonds will be paid till the last vestige of 
expediency has vanished, whereas in the 
case of the average common stock divi- 
dends may be reduced or even passed 
when only ordinary prudence dictates 
such a course. 

A common method of getting substan- 
tial income and still the largest degree 
of safety commensurate with such return 
is to distribute one’s investments over 
a group of bonds beginning with the low 
interest, high security type and going 
through the various degrees of safety 
and income so that the average income 
is well up toward or is at 5 per cent. 
In this way a large part of the principal 
is secured beyond a peradventure and 
only a small part is exposed to the 
dangers of decline and default. 

For the investor that has the time or 
the inclination to keep in touch with the 
market such a combination offers op- 
portunity for good profits. Further- 
more, in this method, if the bonds are 
all carefully selected, there is likely to 
be less risk than in a group of bonds all 
yielding exactly the desired average, as 
the total investment will probably cover 
a wider field and thus afford a greater 
distribution of risk. 

After this fashion some very scientific 
investing can be done so that an in- 
vestor may venture over into the area 
of carefully selected speculative securi- 
ties, always keeping a preponderating 
weight of highly conservative and semi- 
investment issues to over-balance what- 
ever risk is involved in the speculative 
holdings. 











like five hundred millions of dol- 

lars of preferred stocks have 
been floated through the various markets. 
A very large part of this huge total has 
come out through New York houses. 
Five years ago the first issues among 
the so-called modern preferred stocks 
came out almost entirely through the 
New York houses, but the manifest suc- 
cess of the issues and the avidity with 
which the investment public snapped up 
this class of security led on and on from 
one issue to another until the contagion 
of the movement spread beyond Wall 
Street and all the financial marts of the 
United States caught the drift of things 
and went along with the tide. 

From a tide it developed to a flood so 
that within a period of about eighteen 
months, closing with, say, the end of the 
year 1911, nearly half of the entire 
amount was marketed. 

Preferred stocks have become the 
fashion, in fact. They are not new by 
any means, but there is a decidedly new 
movement in them now running its 
course. There are some marked differ- 
ences between the old style preferred 
stock, or at least the stock issued some 
fifteen or twenty years ago, and the se- 
curities that are now being offered to 
the investor in totals of many millions 
every month. The science of creating 
investments has advanced many steps, 
so that now the preferred stock has 
about it many features quite unknown 
among the earlier issues. 

Many of the older preferred stocks 
grew out of the reorganizations effected 
in the trust era. In some of these 
gigantic combinations the funded debt 
was followed by an issue of preferred 
stock intended to represent the equity 
remaining, which in turn was followed 
by an enormous issue of common stock 
representing very little, if any, equity, 
but capitalizing to a full degree the hopes 
and prospects of the promoters. 

In those days the larger public was 


Orie the past five years something 
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Preferred Stocks and the Bond Market 


not in preferred stocks. It is true that 
a respectable number of security holders 
chose this type of security, but the rank 
and file of investors were far _ re- 
moved from any broad participation in 
this branch of the market. The majority 
of these stocks came into the market 
through the Stock Exchange and were 
only spread out through investment 
channels into the hands of miscellaneous 
buyers through the process of slow ab- 
sorption and very often through market 
manipulation incidental to the distribu- 
tion of a large block of listed stock. 

In a large number of cases the newer 
preferred stocks go out to the investing 
public in an entirely different manner, 
oftentimes never reaching the Exchange 
floor. 

The noticeable change in respect to 
preferred stocks may be traced directly 
to the modern cry of the “cost of high 
living.” The key note of selling in many 
instances has been high income, but this 
has only been an echo to the demand. 
Five years ago bond dealers were at their 
wit’s end to satisfy the ever increasing 
chorus for larger income. They knew 
it could not very well be satisfied en- 
tirely in bonds. This type of security 
could not possibly have been sold gen- 
erally at the high level of income that 
was being demanded. Railroad bonds 
had fallen in price considerably from 
the high figures of ten or fifteen years 
ago and practically every other class of 
bond had shown the effects of the chang- 
ing demand, but withal the level of the 
cost of capital had not by any means 
gone up to the figure that was being 
demanded by a multitude of investors 
the country over. 

What was to be done? At this junc- 
ture the public utility bond came into 
its own and because of its yield of five 
per cent. or better found a large favor 
with investors. The movement to take 
up this class of securities spread rapidly 
until there were five houses handling 
them where a comparatively short time 

















before there were only two such dealers. 

But even the public utility corpora- 
tion security, good as it was—and is 
now—did not satisfy many. They 
wanted more income. Conservative 
bonds yielding 4% to 5 per cent. were 
absolutely disregarded by many, and they 
reached up even for seven per cent., if 
there were only reasonable indications 
of safety. 

This condition of affairs proved a 
double opportunity, as it were, for both 
the bankers and the corporations. The 
preferred stock movement from its out- 
set has proved an occasion not to be 
neglected by any of the corporations 
needing money. This must be qualified 
to the extent that industrial concerns 
have profited most by the trend of events. 

For the corporation the opportunity 
opened of getting new capital in a most 
acceptable fashion. Almost any indus- 
trial concern would much rather put out 
preferred stock, even though the divi- 
dends are cumulative, than issue a heavy 
load of bonds involving a mortgage on 
the properties and the certainty of com- 
ing face to face with interest charges 
regularly every six months at least. 

The opportunity of the corporation, 
in a word, was to change the character 
of its support from the banks to the 
people. That is, many corporations pre- 
viously had carried large bank loans in 
the form of heavy bills payable, their 
working capital in not a few instances 
being practically represented by their 
bank loans. When the public turned in 
large numbers to the high yield pre- 
ferred stocks, the corporations had their 
chance to get away from the method of 
borrowing heavily at their banks, and to 
refund, as it were, their bills payable, 
by preferred stock, which is obviously a 
less troublesome consideration than oft 
maturing bank loans. On the other 
hand, the public, in taking these pre- 
ferred stocks, was generally getting a 
security that bore reasonable evidences 
of safety and, of course, carried with it 
a high rate of income. 

Incidentally it is of interest to note 
the opposite process that has gone on 
among the railroads of the country while 
the preferred stock movement has been 
in progress among industrials. In the 


case of the railroads the burden has, to 
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a considerable extent, been shifted from 
the large public to the banks. It is well 
known that within the past five years an 
enormous amount of notes has been mar- 
keted by the railroads, and a very large 
part of them have been absorbed by the 
banks and kindred institutions. The 
railroads had few bonds to offer and 
would not offer them at the excessively 
high rate of income demanded by many 
investors. They therefore turned to 
notes, in spite of the fact that short-term 
notes mean frequent refunding and 
bankers’ commissions. 

The question is being asked how long 
the movement in these preferred stocks 
will continue. From present indications 
it seems as if the end were far off. The 
intensity of the movement is evidenced 
by the fact that at least a dozen new 
issues, some of them large, are now look- 
ing for banking support, if they have not 
received it ere this article is in print. 

There is a healthy sign in the wide- 
spread movement in these modern pre- 
ferred stocks notwithstanding the enor- 
mous amounts that have come out. It 
is often complained that the public is 
not speculating in the stock market. 
There are strong evidences in the present 
situation that a large class of the public 
has left off speculating in the ordinary 
common stock, whose dividend may be 
reduced or taken away entirely at the 
first indication of declining earnings. 
This part of the public has to a large 
degree gone over to preferred stocks. 
Large amounts of many of the old line 
preferred stocks have gone into invest- 
ment seclusion, leaving only a compara- 
tively limited amount afloat in the open 
market. 

In the refusal of the public to specu- 
late heavily in common stocks there is 
a good omen. It may be said that this 
public has gone over from the idea of 
reaping a substantial profit through the 
appreciation of common stocks by mar- 
ket movements to the idea, conservative 
by comparison, of getting a substantial 
income all the year round in the form of 
regular and stable dividends, and sub- 
ordinating the question of market ap- 
preciation. 

What does the investor get by this 
change of attitude? Generally speaking, 
he gets something far better and more 
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satisfying in the end than he got when 
dabbling in the mercurial common stocks 
in the market place. He does not get 
a bond, to be sure, but in many instances 
he gets what is almost as well protected 
as a bond from the standpoint of earn- 
ings. It would not be difficult to men- 
tion preferred stocks issued within the 
past two or three years that have been 
sold on a record of net earnings available 
for preferred" dividends amounting .to 
twice the requirements or more. 

It is generally conceded that a bond 
that has an earning power back of it of 
twice the amount of interest required is 
in an enviable position. If, then, protec- 
tion is thrown about the preferred stock 
issue so as to prevent depletion of this 
earning power before it is applied to 
dividends, there ig fair ground for the 
assumption that the stock is a pretty 
good investment. Under such circum- 
stances the investor gets a security that 
has in it the element of safety to such a 
degree as seemingly to justify the state- 
ment of some houses that their preferred 
stocks might be called “semi-bonds.” 
It may be said with all truthfulness that 
in many cases investors have procured 
highly meritorious securities and at the 
same time have been able to get an in- 
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come sufficiently high to meet the de- 
mands of increased cost of living. 

There is no doubt about the effect 
that all this financing with preferred 
stock has had on the bond market, par- 
ticularly on the issues of high type. 
From the dealer’s standpoint there is 
hardly any complaint, for the consumer 
has been buying the more fashionable 
and popular type of security, which 
doubtless has been more profitable to 
the bankers. 

There. is a point of view from which 
it might be said the entire situation is 
the stronger for the flood of these stocks. 
Corporations must do financing. If they 
had been compelled to offer bonds, with 
their fixed rates of interest and mortgage 
lien, they would have been less able now 
to stand the strain of any possible de- 
pression in business than they will be 
with no fixed charges in spite of heavy 
financing. 

When the fashion changes the bond 
market will be better than ever. If we 
had had such a flood of industrial bonds 
in the past four years the bond market 
would be glutted and difficult business 
conditions would be likely to bring out 
a flood of liquidation, which would mean 
that new bonds would find it hard going. 
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Trend of the Bond Market. 


Every succeeding month brings with it fresh 
evidence that the high income bearing security 
propelled by extensive advertising which em- 
phasizes the very attractive income is crowd- 
mg the high grade low yield bond down in 
price. 

Usually when money conditions are as fa- 
vorable as they have been over the past few 
months, high grade issues rise and make high 
marks. The contrary is observable now. 
During the months of May and June there was 
a general decline in these securities, as evi- 
denced by the average of representative issues. 
In fact, it is stated that the lowest point 
since May, 1908, was reached in that month. 
To be sure, this decline was not universal 
throughout the list, but it occurred in enough 
issues to indicate the declining average and 





the general trend of the market, if it may be 
said there is a trend. 

As a matter of fact, however, there is al- 
most no bond market now. Trading is nearly 
at a standstill, just as it was one year ago 
at this time. Many real bond buyers are wait- 
ing for better prices, which may or may not 
come. There are signs of the usual summer 
apathy. 

If precedent counts for much, the bond 
market cannot be expected to revive to any 
great extent, for at least three months more. 
especially in view of the continued preferred 
stock offerings that draw investment money. 





Bond Market Topics. 
More than a few people have asked during 
the past two months whether Allis-Chalmers 
bonds were a good purchase. Some very 
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shrewd people in the Street have been of the 
opinion that they were an excellent purchase 
down around the low figures between 52, their 
low point, and the early sixties. These bonds 
are to disappear from the capitalization of the 
new company through the exchange for new 
stocks, which it is expected will show sub- 
stantial appreciation within a comparatively 
short time. The bonds always were an 
anomaly in the market. Sometimes high and 
other times low, they created more inquiries 
perhaps than any other industrial issue on the 
list. Some bond men thought well of them 
and again others regarded them as poor securi- 
ties. They fluctuated in price rather widely. 
On a showing of assets they were protected 
more than twice over. However, there is little 
doubt but that the exchange for new stock 
will eventually work out to a good profit. 





The sale of a large block of New York 
State bonds at a price barely over par seems 
to a good many people to emphasize the fact 
that the average individual investor is far 
from a frame of mind receptive to the idea of 
taking ups of such high class things. The bids 
showed a falling off of individual buying. 
Some of the earlier issues had a really good 
reception among private investors, but now it 
seems as if the institutions must take them all. 





Some high records were made early in the 
year in the matter of new financing, largely 
due to the fact that the ease in the money 
market permitted the banking concerns to un- 
dertake extensive financing and gave private 
investors with accumulated funds an oppor- 
tunity to take up the investments on easy 
terms. Over the latter six months of the year 
there is to be very heavy financing, with more 
than $150,000,000 of maturities to be cared for, 
which means, of course, some interesting new 
issues. Bond buyers may find among the new 
financing some attractive purchases for the 
reason that this refunding must be done, and 
to accomplish it in the face of a dull market 
attractive terms for the new securities may be 
necessary. 





Hawley Roads Bonds.—Bond market 
critics ask whether the showing of the 
Chicago-& Alton and the Clover Leaf has 
been fully discounted in the quotations for 
the junior issues of these roads. The weak 
earning position accompanied by the low 
price of the bonds certainly leaves a large 
opportunity for the person inclined to seek 
large profits on market fluctuations. Buyers 
of the bonds at these prices should reap a 
handsome profit if the roads begin to im- 
prove shortly. On the other hand, the orig- 
inal question stands out—have the prices 
discounted fully the conditions? 
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Hints to Investors. 


Assure yourself that the sinking fund is 
ample on bonds where the assets of the 
property are being depleted ; such, for instance, 
as a coal concern. 





Establish a confidential relation with your 
banking house, for in so doing you put your- 
self in a position to get the best advice. In 
other words, seek good advice and take only 
the best. 


Study the advertisements of securities for 
a while before purchasing. Weigh the state- 
ments. Conservative presentations only de- 
serve attention. 


Remember that a bond bought at a price 
above par declines in price automatically each 
year as it goes toward maturity, while a bond 
bought below par, if it is a good security, rises 
in market value as it approaches maturity, 
which means that the most scientific invest- 
ments for individuals are good bonds below 
par. 





Always keep a little money ready for the 
opportunities of real bargains. 





Unless you are very well informed in finan- 
cial matters do not try to operate for big 
profits or high income. 





Books on Bonds. 


I would like to get as much information 
as possible on the buying and selling of 
public utility and industrial bonds, as I am 
interested in the organization of a new local 
bond house. What have you? —E. B. 


We would suggest: 
Postpaid. 
Bonds as Investment Securities, pub- 
lished by the American Academy of 
Political and Social Science, containing 
a large number of contributions by 


eminent authorities. ................ 1.62 
Investment Bonds, by Frederick Lown- 
Me. aun sas 0 cedentiecnds) edt i dace s 1.90 
Municipal and Corporation Bonds, by 
DEE 00.000 cde necks inivnassednh> ak« 
Principles of Bond Investment, by 
GENEID 30 0 « gheascaten ¥en th dpm 
The Work of the Bond Houses, by 
CRESURONDREE: 5 0.0.0 ticles 086% ewous checd 3 ee 
Money and Investments, by Rollins... 2.20 


Two booklets on Public Utility and In- 
dustrial Bonds, by Lownhaupt..each .10 . 
These are the principal works on the sub- 

ject. In the two first named, you will 

doubtless find references to other publica- 
tions which may aid you. The most ex- 
tensive list of such books would be found 
in the Congressional Library, Washington. 

We have sent you our special catalogue of 

financial and investment books, 
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ing to the grade and character of the bonds. 


York State Savings Banks. 












Interest , 
Description. Due. Period. 
Ce, mock I. & Pac. ret. ao. 46... .ccccsecece Ap., 1943 A—O. 
re a ee Ca Oe... cewiedaphesene Je., 2000 J.—D. 
I I TN, a Cio ah ias'a's aug om ainb aude «6 My., 1939 M.—N. 
Un. Pac., Ore. Short L., guar. ref. 4s........ D., 1929 J.—D. 
ee Pe Brrr ee {a. 1996 J—J. 
ieee, © Giid, Wem. B.°SE6.. occ cc ccccesecce r., 1992 M.—S. 
Central of Ga. Coms. @. 56... .0sccsccsiccecces N., 1945 M.—N. 
Atch. Top. & S. Fe, adj. g. 4s............24: Ji, 1995 Nov. 
Balt. & Ohio Southw. div., Ist g. 314s........ it 1925 J.—J. 
St. Louis S. W., Ist g. 4s bd. ctfs....,....... N., 1989 M.—N. 
Wisc. Central, 50-yr. Ist gen. 4s.............. Ji, 1949 J.—J. 
Northern Pac. gen. lien g. 3s................ Ja., 2047 Qu.—F. 
Colorado & Souw., Ist g. 48.........ccccccees F., 1929 F.—A. 
C, M. & Puget Sd., Ist gu. 4s................ Ja., 1949 J.—J. 
BeREe, Oe CORED, BERIT SIGS. 5 on 00s os discs oc dweee Ji, 1925 jJ.—J. 
XN Re ae ere rere My., 1939 M.—N. 
eee a oe ee er Je. 1952 M.—S. 
Ter. A. of St. L., gen. ref. s. f. g. 4s.......... Ja. 1953 J—J. 
ee ee “E,W, G... . ons wewcenscswve Ja. 1955 J—J. 
Sou. Pac. Cent. Pac. mort. guar. g. 3%4s.... Ag., 1929 J.—D. 
Un. Pac. Ore. Ry. & Nav., con. g. 4s......... Je. 1946 J.—D. 
Gt. Northern, Ist. & ref. 4%s. Ser. A...... Jl, 1961 J—J. 
Mo. Kansas & 2 gO SR ee Je. 1990 J.—D. 
So 8 eee N., 1955 M.—N. 
ee MM, Gee enc wesee ses cucee Mr., 1958 M.—S. 
Sou. Pac. Cent. Pac. Ist ref. gu. g. 4s....... Ag., 1949 F.—A. 
Chic. Rock I. Pac., gen. g. 4s.............4:: Ja., 1988 J.—J. 
Cc. B. & Q., Il. Div., MNT Le nd ca Venice aheamesn Jl, 1949 J—J. 
Union Pacific, Ist. & ref. 4s............... Je., 2008 M.—S. 
ee oe a csi cc cnctees Ji, 1948 A.—O. 
Chic. & N. West., gen. g. 3%4s.............. N., 1987 M.—N. 
NT Se IIE ER, las win ans cta cotnecaete Ja. 1997 J—J. 
Chic. & N. West. RY WS. sn cabes eds éee N., 1987 M.—N. 
Chic. Mil. & St. P., gen. g. 4s, Ser. A...... My., 1989 J.—J. 
Atch. Top. & S. Fe, ke ag St he O., 1995 A.—O. 
Louisville & Nashville, uni. g. 4s............ Ji, 1940 J—J. 
Del, & Hudson, Ist & ref. 4s................ My., 1943 M.—N. 
oo we SS OF 4 ere ji, 1921 J—J. 
Norf. & West., N. & W. Ry. Ist cons. g. 4s... O., 1996 A.—O. 
N. Y. Cen. & H. R,, Xk IR Pee i ae ji, 1997 J—J. 
Del. & Hud. Alb. & ‘Sis conv. 3%4s.......... Ap., 1946 A.—O. 
Northern Pac. prior 1. g. 4s................ Ja. 1997 Qu.—J. 
oe ORE og OR | SiN RB ae Ja. 2361 J—J. 
gs lw OER Ji, 1947 J—J. 
Cam. So, Lot Ent. Gp... secevecrenctecceees - J—J. 











Price. 
June 14 


884 
108% 
107 

93% 

89 


100% 
109% 
91% 
91% 
91% 


92% 






















N the following table are arranged in order of yield the principal active issues of bonds 
listed on the New York Stock Exchange, the income being figured at the latest avail- 
able selling price for lots of 20 bonds or more. They are divided into groups, accord- 


This table will appear monthly, and will prove invaluable to bond buyers, as well 
as to brokers and to all others who are called upon to select-or recommend investments. 


(1) High Grade mortgage bonds, many of which are legal investments for New 


Yield. 


4.84 
4.59 


SSLRSRSkBeSe 


— 


et tatatatatatetetetetet ctetetetotott 
onuUsI@ Oo 














(2) Collateral trust bonds selling at prices relative to the great value of the un- 


derlying collateral. 


a eRe | TS Sy eer Tere N., 
So. Pac. g. 4s. (Cent. -Pac. coll.)............ Ag. 
Gt. Northern, C. B. & Q. coll. tr. 4s.......... ji, 


Atl. Coast Line, L. & N., coll. g. 4s.......... O., 
N. Y. C. & H. R. R., Lake Shore, coll. g. 3%s.  F., 


(3) Convertible bonds having no mortgage lien whose quotations are governed 
largely by the on changes of the stock into which they are convertible. 


Erie, 50-yr. conv. ee Moy tunes antes tee « Ap., 
Ches. & Ohio, conv. an a eudanabebehdasas F., 

Erie, 530-yr< conv. 4s. Ser. A..........ceeeees Ap., 
Del. & Hud., 10-yr. conv. deb. 4s............ Je., 
Sou. Pac., 20-yr. = Orr Je., 
Atch. Top. & St. F., conv. 4s (issue of 1910) Je, 
Union Pac., 20-yr. conv, 4s...............- a 

Atch. Top & S. Py CORY. GOs i oie i cis scceics Je. 
Atch. Top. & S. Fe, 10-yr. conv. g. 5s........ Je, 
Norf. & West. Ry., 10-25-yr. conv. 4s........ Je. 


(4) Debenture. bonds selling on high level because of good 


of Company. 

Oe es Oe ie i, Oi vine cqndecaepecni My., 
Chic. Mil. & St. P., 25-yr. deb. 4s.......... \ 
i Si Tn sew dine eone ou 
ee: Me Oe Wes i ciabscteeetes My., 
ee Ae ee TO eS rer My. 
ER. Oe Ok CM BR diana bai cccas¥csueaps qed My. 


(5) Semi-investment bonds, many of which are general mortgages, often classi- 
Income yield is reasonably definite index of 


fied as “business man’s” investments. 

relative worth. 

Cok: Bae: Bat. a, Aes. its cewedivccdivscs JL, 
re eee BOE. G0. «0.0 kcs'e0 bd 00 es sve Ja., 
i Ce 2 MM, 6 cc ncnanticedont ans Mr., 
St. L. & S. F. R. R., gen. 15-20-yr. 5s........ My., 
= FE aa” oy Se ae O., 
Wabash, Ist ref. & ext. g. 4s...............- ji, 
Chic. & Alton Ry., Ist lien 3%s...........- JL, 
Denver & Rio Grande, Ist & ref. 5s........ Ag. 
Mo. Pac. ist & ref. CoOmvV.. 56... cscsccccese * 
St. L. I. M. & So. uni. & ref. g. 4s.......... ) 2 
Mo. Pac., 40-yr. g. loan 4s............00005 Mr., 


N. O. Mob. & Chic., Ist ref. 5s............. Ja., 
St. L. & S. F., K. C. Ft. S. & M. Ry., ref. g. 4s. O., 


a he Sek i ON, Oe ss entawsasesees Je., 
Mo. Kan. & Tex., gen. sink fund 4%s........ Ja., 
Se L. @ & F.-&. R. GG Sits i ies ji. 
Cent. Vermont, Ist. g. 4s........++-..005: y., 
Southern, devel. & gen. 4s. Ser. A........... Ap., 
a oe, Ce PMR... es ceetchenpgass 5. 
Cite @ ETE, tet. & tie Se... 2.00005. Ji, 
Erie, Ist cons. gen. lien g. 4s................ Ja., 
Denver & Rio Gr. Ist coms. g. 4s..........- Ja., 
Kansas City So., per . er eee Ap., 
Seaboard Air L., 7 eres O., 
Mo. Pac., Ist. ek a Tien owe ae ae kanes N., 
Western Maryland, Ist g. 4s............... O., 
Col, & Seu, rel. & Gut. GAS... isis cceeses My.. 
Mo. Pac., St. L., Ir. M. & S., gen. con. g. 5s.. Ap., 
Southern. Ist coms... 56s... dsaserccccces ji. 
N. Y. Westches. & B. Ist. ser. I 4%s........ ji, 


*Calculations on 100 -yrs. only. 
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2002 
1949 
1921 
1952 
1998 


1953 
1916 
1929 
1960 
1927 
1955 
1917 
1932 


1931 
1934 
1928 
1931 
1934 
1913 


1947 
1955 
1951 
1927 
1949 
1956 
1950 
1955 
1959 
1929 
1945 
1960 
1936 
1932 
1936 
1951 
1920 
1956 
1959 
1955 
1996 
1936 
1950 
1959 
1920 
1952 
1935 
1931 
1994 
1946 
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M.—N. 6914 5.67 
J—D. 9036 4.54 
J—J 9654 4.48 

M.—N. 9334 4.33 
F.—A., 81% 4.32 


A—O. 78% 5.29 
F.—A. 93 5.10 
A—O. 87% 4.69 
J.—D. 98 4.55 
M.—S. 9454 4.45 
J. =) 10254 3.88 
j—J. 1015% 3.86 
j. o - 10634 3.69 
J—D. 107% 3.36 
J.—D. 112 3.18 


general credit 


M.—N. 90 481 

L—J. 90% 4.70 
M.—S. 93% 4.57 
M.—N. 9314 4.53 
M.—N. 941 4.39 
M.—N. 101 3.97 





£8, 49 z. 46 
J—]. 6034 6.58 
M.—S. 65% 6.40 
M.—N. 86% 6.28 
F.—A. 80% 6.22 
Bill 68% 5.98 
, 63% 5.90 
F—A. 85% 5.87 
M.—S. 8514 5.87 
aie 81 577 
=. 74% 5.75 
pm 91 5.54 
A—O. 79% 5.54 
J.—D. 81% 5.51 
lt. 87 5.48 

} a 78% 5.34 
Qu—F. 91% 5.28 
A.—O. 784 5.26 
M.—S. 79% 5.16 
j 80: 5.15 

y 0K > 787% 5.09 
J—J. 85 5.09 
leak. 9834 5.07 
A.—O. 814 5.03 
MSN. 107 4.98 
A —O. 8634 474 
M.—N. 07 4.72 
A—O. 104 4.68 
oval 10734 4.63 
Fe 100 4.50 











BOUT three months ago, State 

A Banking Superintendent Van 

Tuyl published in unequivocal 

terms a warning for investors on the 

general subject of real estate bonds. 
Here is what he said: 

“In the case of at least fifty companies, 
offering investors bonds alleged to be 
secured on real estate equities, operat- 
ing in New York City, with capital 
stock issues running up into the mil- 
lions, charters obtained under the Bus- 
iness Corporation law are used to au- 
thorize the transaction of business re- 
served for mortgage, loan or invest- 
ment companies under the Banking 
law, such business being the selling, 
offering for sale or negotiating bonds 
or notes secured by deed of trust or 
mortgage on real property. Advertise- 
ments often offer to the public ‘guar- 
anteed’ 6 and 7 per cent. bonds, but 
do not state whether they are first or 
second mortgages or equity bonds is- 
sued under various classes of trustee 
agreements. The average investor 
knows little about analyzing such 
propositions. Many complaints with 
reference to such corporations have been 
received.” 

The warning of the superintendent 
cannot be taken to heart too thor- 
oughly. Let it be fully understood, there 
are some exceedingly good real estate 
bonds and there are many more ex- 
ceedingly poor ones. Between the two 
extremes are all degrees of good, bad 
and doubtful ones. Probably there is 
no security, save a mining proposition, 
that is so difficult to judge as a real es- 
tate bond. A railroad bond, especially 
in this country, may be almost weighed 
and measured, as it were, while an in- 
dustrial issue is amenable to certain 
criteria of worth. Both, however, are 
affected for good or ill very largely by 
the’ broadest economic conditions. 
Special conditions, it is true, affect 
either class to a degree, but withal 
there is no comparison between the 
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way special conditions affect them and 
the way such conditions work out on 
real estate bonds. 

Granted that a real estate bond is 
based upon property that at the time 
the bond is made has a worth leaving 
a comfortable margin: of safety over 
the debt, there remains to offset that 
margin of safety, a cloud of uncertain- 
ties if the property be located in a rap- 
idly changing city. 

Above all places in the world, al- 
most, New York City is that. The 
swiftness with which values change is 
a matter of the bitterest chagrin to 
many a property holder. It would not 
be hard to find such a one who is ready 
to declare that New York City is one 
of the worst places in which to hold 
real estate. On the other hand, it. is 
quite as easy to find another who was 
fortunate, perhaps, in having had prop- 
erty, say, in the district where business 
and amusement are now concentrating, 
that is between Fortieth and Fifty- 
ninth streets, is ready with equal em- 
phasis to declare that the city is the 
best place in the world in which to 
hold real property. 

All this lends emphasis to the bank- 
ing superintendent’s warning. It re- 
quires the most expert judgment to 
place a debt upon property under such 
volatile conditions. Obviously, it is 
impossible for more than one hundred 
companies issuing such real estate 
bonds as the banking department 
warns against, to be equipped with 
such expertness. It would hardly be 
too much to say that there is really 
not enough room in New York City for 
sO many concerns to operate, without 
many of them putting out securities on 
the most speculative kind of realty. 

Were all these bonds first mortgages 
on the properties they purport to rep- 
resent, there might be some hope that 
the equities remaining after the debt 
would be sufficiently large, so that in 
case of a shrinkage of values there 
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would yet remain sufficient to save the 
bondholder. Unfortunately, this is not 
the case. Many of the bonds are no 
better than second or third mortgages, 
and again many are not mortgages at 
all. Even where they stand as prac- 
tical mortgages through the deposit of 
the actual mortgage, there are numer- 
ous difficulties in the way, particularly 
the question of substitution of mort- 
gages, as some become due and are 
met by mortgagors. For instance, the 
bonds may start-out with a choice lot 
of mortgages deposited as their secur- 
ity, but as mortgages are met and the 
necessity for substituting others occurs 
it would be quite possible to deposit 
mortgages of considerably inferior 
quality, unless the trustee or agent 
were particularly alert. In the course 
of a comparatively short time the 
whole character of the deposited se- 
curity might change for the worse. 

The case is even worse where the com 
pany is comparatively unknown or one 
of unknown strength and gives out its so- 
called bonds which are nothing more than 
debentures backed up directly only by the 
credit and standing of the company. Un- 
der such conditions it may easily be that 
the management has a free hand to 
change the character of its assets, and 
the investor has practically nothing 
more than the integrity of the com- 
pany to which to look. 

Again, consider the situation of the 
investor who buys the so-called bonds 
of the real estate promotion com- 
pany which has, say, a patch of ground 
in the outskirts of the city, and 
for the promotion of which it issues 
bonds. There are cases, of course, 
where such enterprises have fared well 
and the investor in the bonds, which 
have provided the promotion expenses, 
has come out well, possibly through 
some value accrued to the bonus stock 
which he received when he bought the 
bonds, but the cases of failure of such 
propositions are so numerous that we 
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may lay down the general rule that the 
risk is out of all proportion to the in- 
come of even 7 per cent. which he may 
receive on the bonds. It is one thing 
to have the investor understand fully 
that he is going into a promotion 
scheme, and it is another to have him 
laboring under the false security that 
he feels when he thinks that he has a 
bond which in and of itself represents 
stability. 

In so cosmopolitan a city as New 
York conditions change rapidly and 
affect values accordingly. Real estate 
bonds on property in New York should 
have large margins of safety in large 
equities above the bonded debt. They 
should be the obligation of a company 
indisputably sound and of unimpeach- 
able integrity of management. 

The policy of this magazine is to em- 
phasize this fact and to bring to the 
consciousness of investors that some 
very different considerations enter into 
real estate bonds than affect other 
types. Local conditions play a big part 
in their standing. Unfortunatély a 
large number of the people who are 
caught by the alluring advertisements 
offering 6 per cent. or 7 per cent. or 
more on real estate bonds will never 
see this warning, and many undoubt- 
edly have not read the warning of the 
superintendent. 

The multiplication of real estate 
bond selling companies, in New York 
City especially, is the fruit of a feverish 
development of the city and soaring 
realty prices in some localities. Some 
of the older established companies 
operating in real estate having been 
eminently successful and having be- 
come financially sound through judi- 
cious management and investment, 
have been the incentive for the crop 
of realty operating companies, who 
taking advantage of the trend of the 
tide in investment and realty matters. 
have simply capitalized the opportunity 
to the full. 
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Making Your Idle Bank Balances Pay 


How the Business Man May Use Short Term Notes to Advantage 
By W. MARTIN SWIFT 


term notes have become in- 

creasingly popular with rail- 
roads and other corporations as a 
means of financing, and when their ad- 
vantages become more generally un- 
derstood they are likely to be equally 
popular with the investor. It will be 
found from close study that they pos- 
sess all the advantages of high-grade 
investments, and may at the same time 
be used as a sort of a surplus or re- 
ser: e by merchants, manufacturers and 
business men generally. In this latter 
respect they have merits not possessed 
by either stocks or bonds, with the ex- 
ception of bonds maturing at early 
dates; for they mature at par and thus 
like commercial paper automatically 
convert into cash. 

That the business man may safely 
buy the better grade of these notes 
with reserve funds which would other- 
wise lie idle in the banks was abun- 
dantly demonstrated during the panic 
of 1907. The best test of any method 
of financial management is, of course, 
the manner of its working in times of 
panic; and during 1907 the safety of 
these notes, taken as a class, was suffi- 
ciently demonstrated for all practical 
purposes. 

The desirability of holding short- 
term notes rather than maintaining 
large idle bank balances may easily be 
seen ; for they yield four to six per cent. 


D tem the past few years short- 


whereas the national banks allow only 
two per cent. on idle balances; and the 
trust companies, as a rule, allow two 
per cent. on deposits subject to check 
and two and one-half or three per cent. 
on time deposits. There is, therefore, 
a gain of two and one-half to four per 
cent. in holding good notes rather than 
idle cash balances. 

Whether or not one must make any 
sacrifice of safety to obtain this addi- 
tional profit depends largely upon the 
character of the notes bought, as well 
as upon the question when the reserve 
thus invested is going to be wanted for 
other purposes. There have, for ex- 
ample, been about 45 days during the 
past 19 years when such notes could 
not well be used as collateral for a 
loan, or be sold except at a considera- 
able sacrifice. Those 45 days, of 
course, were at the height of the panic 
in*1907 ; and this was the only occasion 
during the whole 19 years when good 
short-term corporation notes would 
not have served the business man prac- 
tically as well as cash in the capacity 


of surplus or reserve. 


The safety of the individual note may 
be judged with practical accuracy by 
observing the excess of net earnings 
over the fixed charges of the issuing 
corporation. A company whose net 
earnings amomt to only 110 to 130 
per cent. of fixed charges is not en- 
titled to have its notes regarded as a 
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strictly high-grade investment; but 
where net earnings amount to nearly 
twice the fixed charges or even more 
than that, as is often the case, the 
safety of the notes should be unques- 
tioned. 

Nor should it be overlooked that in 
practice such notes are often more se- 

re than debenture or convertible 

‘ds. Of course, mortgage bonds in- 
variably rank ahead of them; but 
where a note issue matures before an 
issue of debenture bonds, for example, 
the obligation to the holders of the 
notes falls due at a time when the 
holders of the debentures have no re- 
course against the company. In such 
a case, while it is theoretically possible 
for a receiver to be appointed if the 
company is embarrassed, any such 
event is always very unlikely because 
the outstanding amount of notes is 
usually small enough so that their re- 
funding is not a particularly difficult 
operation even under unfavorable con- 
ditions. The nearest approach we have 
recently had to a receivership resulting 
from the maturing of a note issue was 
the case of the Erie Railroad in 1908; 
but if Wall Street understood the mat- 
ter correctly, the interests then desir- 
ing the appointment of a receiver were 
actuated by other motives than the 
wish to protect either the note holders 
or the credit of the corporation. 

As to yield, these notes rank logically 
enough between bonds and stocks— 
their return being higher than that of 
bonds but lower than that of stocks. 
At the present time, for example, first- 
class notes may be bought on a 5 or 
5% per cent. basis, whereas good bonds 
are yielding only about 4% to 4% per 
cent. Likewise notes of a semi-specu- 
lative character yield about 1 per cent. 
more than bonds of a similar kind. 
Comparison with the yields of stocks 
is, of course, irrelevant because these 
have but few of the merits of notes. 

In stability these short-term securi- 
ties outrank even bonds. In 1907, for 
illustration, the average price of 20 
leading mortgage bonds fell from $94.- 
29 in January to $80.99 in November, 
thus showing a decline of 13.3 points 
—whereas the corresponding decline in 
the average price of 16 representative 
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notes was only 10.5 points. This 
higher stability is, of course, merely a 
reflection of the fact that the notes as 
a class have much earlier maturities 
than the bonds. 

To the investor one of the principal 
advantages in owning notes, especially 
those maturing within two years, is 
that the funds thus invested are, in 
practice, constantly available for rein- 
vestment. There comes a time every 
few years when the wise investor finds 
it advisable to sell common stocks, and 
even bonds of the more speculative 
type, by way of preparing himself for 
a general decline in security prices. It 
then becomes a difficult question what 
to do with the money while awaiting 
an expected opportunity to reinvest. 
It is under these circumstances that 
short-term notes serve a most useful 
purpose. Even at such times, they 
may usually be bought on a 5 or 5% 
per cent. basis; and a fair return is thus 
secured with practically no risk of 
shrinkage in the principal while await- 
ing the desired opportunity. 

Perhaps the best way to test this 
method of handling investments is -to 
observe its result when wrongly used. 
Suppose, for example, that an investor 
owning $9,950 of such notes yielding 
5.17 per cent. had during the March 
break in 1907 bought Pennsylvania 
stock at 120, using the notes as col- 
lateral to make the purchase. The 
stock sold during that break as low 
as 114; and this is a particularly severe 
test of the method, not only because 
such a purchase was premature, but 
also because the stock later reduced its 
dividend from 7 to 6 per cent. To 
make the test still more severe, let us 
assume also that it was a note which 
did not mature until March, 1908, and 
that the investor was, therefore, 
obliged to use it for collateral for a 
loan during a period when interest 
rates were higher than at any other 
time in recent history. 

Before carrying out this illustration, 
however, it is pertinent to observe 
what method of borrowing is usvally 
the most economical in making an i:- 
vestment purchase by the use of col- 
lateral which has some months to run 
before maturity. During the first six 
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months of the year, it is almost in- 
variably preferable to borrow on call 
rather than on time; for call money at 
this season is materially cheaper than 
time money and tends constantly to 
become cheaper still until August or 
September. Indeed, the only recent 
exception to this rule occurred in 1906, 
and was due to the San Francisco 
earthquake. Some time between the 
Ist of July and the last of October, 
however, it is almost always desirable 
to discontinue the use of call money, 
and borrow on time so as to have-the 
loan mature about the Ist of February. 

During the autumn months the de- 
mand for money to finance the crop 
movement is so great as to put a con- 
siderable strain upon the New York 
banks; and this strain is most reflected 
in call money rates, for the reason that 
when reserves are diminishing too 
rapidly it is the practice of bankers to 
replenish them by calling in demand 
loans. Hence during the last quarter 
of the year call money is very fre- 
quently much dearer than time; and 
even when this is not the case, it must 
be regarded as pure carelessness on 
the part of the borrower to attempt to 
go through the tight money season un- 
protected. Call money always fluctu- 
ates rapidly; but anyone who will take 
the trouble to average the rates for 
each month may quickly observe 
that after June whenever the average 
monthly rate rises more than 1 
per cent. above that of the previous 
month, it is almost invariably a good 
policy to begin to borrow on time. 

In the supposed case, had the pur- 
chaser of Pennsylvania used this 
method of borrowing he would have 
paid an average rate of about 3.81 per 
cent. for call money during the five 
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months from March to July, inclusive, 
an average of 6.43 per cent. for time 
money during the five months from 
August, 1907, to January, 1908, in- 
clusive, and about 2 per cent. for call 
money during February, 1908. His 
total interest on the loan obtained in 


order to purchase the Pennsylvania 
stock would, therefore, have been 
about $512, and the above $9,950 


would, of course, have served to buy 
83 shares. Meanwhile he would have 
received as interest on the short-term 
notes used as collateral $514, and as 
income from his Pennsylvania stock 
$560—thus making a total of $1,074 
in interest and dividends received. 
The net amount of interest received, 
therefore, would have been $562; and 
assuming that the notes cost him 99% 
he made a net profit of $37.50 by hold- 
ing them until maturity. This profit, 
combined with the net interest re- 
ceived, totals $599 or almost exactly 6 
per cent. on his original note invest- 
ment, as compared with the two or three 
per cent. which he might have obtained 
on idle bank balances. 

This detailed hypothetical case is 
given merely to illustrate the advan- 
tages of holding reserve funds in such 
notes rather than in cash, even under 
the least favorable circumstances. In 
this illustration the investor made 
three blunders: He selected a stock 
which cut its dividends; he carried it 
with borrowed funds during a whole 
year of excessive interest rates; and 
he bought it long, long before stock 
prices were anywhere near the bottom. 
Yet he made 3 or 4 per cent. more 
than if he had merely allowed the 
funds to remain on deposit and draw 
interest. 








The August issue of THE MAGAZINE OF WALL STREET 
will contain the first of a new series of articles by G. C, Selden en- 
titled “Investing for Profit,” dealing with the general principles of 
selecting investments which are likely to increase in value. 



































Building Your Future Income 


I1i—Coming Dividend Payers Among the Industrials 


By RICHARD D. WYCKOFF 
Author of “ Studies in Stock Speculation” 


CONSIDERABLE number of 
A industrial stocks may be con- 
sidered probable dividend 
payers, but in this discussion we will 
take up only the few on which divi- 
dends may be regarded as “in sight.” 
A year or so ago American Beet 
Sugar was selling in the thirties, earn- 
ing ten or twelve per cent. It is now 
a five-per cent. dividend payer and 
earns upward of fifteén per cent., hav- 
ing sold (June 5, 1912) as high as 76. 
United States Rubber common in 
1911 sold as low as 30%, while earning 
sufficient to pay a dividend. It is now 
selling at 63 and pays four per cent. 
These are two very good examples 
of the rapid increase in market price 
resulting from the inauguration of divi- 
dends, and why it is best to select from 
among the hundreds of different is- 
sues a fair proportion of those which 
offer this advantage. 

Of the following industrial stocks, 
among others, it may be said that divi- 
dends are now in sight, but there is 
nothing certain on this point, as 
allowance must be made for changed 
conditions affecting these securities in 
particular and all securities in gen- 
eral: American Locomotive common; 
Bethlehem Steel preferred; Pacific Tele- 
phone and Telegraph common; Pressed 
Steel Car common, and Railway Steel 
Springs common. 

In selecting the issues which are 
best for our purpose, we should avoid 
those which are likely to be affected 
by tariff revisions, local influences, or 
whose business is subject to wide 
fluctuations from one cause or another. 
An instance of the latter is the leather 
industry, which is said to enjoy only one 
good year in five. This is why Central 
Leather and American Hide & Leather 
securities are ultra-speculative. 


What the investor for future income 
wants most is stability of earning 
power and the sort of a business which, 
in the natural course of events, will 
expand into very much larger propor- 
tions. 

On this ground, objection might be 
made to all the steel stocks, on the 
ground that tariff revision might 
greatly reduce earning power. As Mr. 
Schwab said some months ago: “If the 
Steel Tariff Revision Bill becomes a 
law, I shall sell out. my interest in 
Bethlehem Steel and go out of the 
business.” This may have been an 
extreme statement, but so long as there 
are companies whose future is not so 
jeopardized, we may as well avoid is- 
sues where the future is in doubt. 

What we have to say here must only 
be taken as an illustration. We are not 
giving pointers on these stocks either 


for or against. We are illustrating 
a method, and our suggestions are 
not to be taken as advice. There are 


stocks which may be better for this 
purpose and others not so good, and 
we are making no predictions as to the 
future course of any security. With 
this understanding, we mention a few 
issues as representing the elements de- 
sired in an investment for future income. 

It will be difficult to find two indus- 
tries which are today showing a more 
rapid growth and greater promise than 
the manufacturing of automobiles and 
the telephone business. It is less than 
twenty years since the first “horseless 
carriage” ran through the streets of 
New York, but there are now hundreds 
of millions in capital and hundreds 
of thousands of people employed in 
this industry. Less than forty years 
ago, the telephone was a curious toy; 
now it is the life blood of the business 
world. 
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In both these fields, it may be said 
that the surface has merely been 
scratched. Telephones should even- 
tually becc me so common and so cheap 
that the poorest individual will find it 
economy to install one. In automobiles, 
competition, improved methods, new 
inventions, and decreased costs, will 
finally give us a machine for what a 
business wagon formerly cost, and its 
up-keep will be far below that of main- 
taining a horse. 

The graphic taken from the last an- 
nual report of The American Telephone 
and Telegraph Company and repro- 
duced herewith illustrates the growth 
of the telephone industry in recent 
years, and while there are still many 
independent companies which have 
not been brought into the Bell Tele- 
phone combine, no better demonstra- 
tion could be had as to the future of 
this vitally important industrial. 

Gradually, all the independent com- 
panies are being brought under control, 
and as convincingly demonstrated by 
The American Telephone Co.’s series 
of advertisements, running in the pub- 
lic press, the only common sénse solu- 
tion of the telephone problem is one 
system for the whole country. Many 
of the independents are such in name 
only, the majority having been brought 
under control directly or indirectly. 

PACIFIC TELEPHONE AND TELEGRAPH. 

The only prominent issue listed on 
the New York Stock Exchange, and 
therefore readily purchased or sold, 
and available as collateral, is the stock 
of the Pacific Telephone and Telegraph 
Company, now selling a little above 50. 
While its earning power, according to 
the company’s last annual statement, 
was not such as to encourage expecta- 
tion of immediate dividends, it will 
be seen that large appropriations for 
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DIAGRAM SHOWING THE GROWTH IN SUBSCRIBERS’ STATIONS CONNECTED TO THE 
SYSTEM OF THE BELL TELEPHONE COMPANIES. 


























BUILDING YOUR 


depreciations are still going on and a 
very large reserve will ultimately be 


created. The company’s gross earn- 

ings have increased at the following 

rapid rate: 
ewe $7,731,615 
RR Pa 9,223,564 
RR TES 10,699,650 
a re 12,885,018 
Jere 14,667,112 
SEY Fe 16,070,112 


Were it not for heavy appropria- 
tions to. maintenance and _ reserve, 
actual earnings would doubtless show 
upwards of 12 per cent. on the common 
stock. Assuming that the opinion ex- 
pressed by a certain authority is cor- 
rect, viz., that “the common stock is 
three years away from dividends,” we can 
apply the methods suggested in a previous 
chapter of calculating the net cost at 
that time, and figure whether an in- 
vestment of this kind, even if secured 
at an expense of present price plus 
three years carrying charges, would 
not ultimately yield a liberal reward. 

At some time in the future, the busi- 
ness of this company should expand to 
a point where present large mainte- 
nance and reserve charges can be car- 
ried, and dividends on the common 
stock paid as well, and there is no 
reason why, when these dividends are 
once inaugurated, the rate should not 
increase so that in the end a large 
return on net cost will be shown. 

The American Telephone & Telegraph 
Company owns a majority of the Pacific 
Telephone & Telegraph Company’s com- 
mon and preferred stocks, and one who 
embarks in this enterprise must pin 
his faith to the record established by 
the management of the American 
Company. See what President Vail 
and his associates have accomplished 
in Western Union since they took hold 
of it, and from this draw a conclusion 
as to the probable result of a purchase 
of Pacific Telephone with an eye to 
future dividends. 


AMERICAN LOCOMOTIVE. 
Another stock in the class under discus- 


sion is Locomotive common. Here we 
find a product which is consumed 
(a locomotive has a limited life, 


owing to wear and tear), but is legisla- 
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tion proof. A recent article in this 
publication dealing with the equipment 
stocks showed that the normal num- 
ber of locomotives which are thrown 
upon the scrap heap every year is 2,700, 
although 6,000 were thus disposed of 
in 1908. 

The American Locomotive Company, 
in addition to its manufacturing of 
steam locomotives, occupies an im- 
portant position in the automobile in- 
dustry. An official of this company 
states that “Sales of Alco motor trucks 
and cars, manufactured by the Ameri- 
can Locomotive Company, have re- 
ceived an impetus during the past year, 
and more of these vehicles are now be- 
ing built and sold than at any other 
time since the company extended its 
activity to the production of trucks and 
pleasure cars. 

“One influence in the increase of 
business has been the expanding of the 
dealers’ organization, so that now the 
Alco product has representation in 
more than 60 cities in this country, in 
Canada, the Hawaiian Islands, the 
Philippine Islands, and Porto Rico. 
Branch houses have been established in 
New York, Chicago, Boston and 
Montreal. 

“The Alco trucks are built in four 
sizes—2 ton, 3% ton, 5 ton and 6% ton. 
Of the Alcos in service 62 per cent. 
have been purchased on repeat orders 
and 65 per cent. are owned by concerns 
rated in Bradstreet’s at $1,000,000 or 
over. The largest individual owner is 
the American Express Company, which, 
with its New York subsidiary, the West- 
cott Express Company, operates 38 Alcos 
of 3% tons rating. 

“Since its entrance into motor 
vehicle manufacture, the American Lo- 
comotive Company has maintained a far- 
sighted policy toward automobile and 
truck manufacture and distribution. 
As an indication a transportation cost 
bureau composed of experts in this 
work has recently been instituted. 
With this bureau the company analyzes 
the transportation needs of business 
houses, pointing out the waste in the 
horse system used. By scientific 


analysis and actual tests a comparison 
between motor truck and horse costs 
is made. 


A concern is shown whether 








RR LTE Ee | 





THE MAGAZINE OF WALL STREET, 








SCHENECTADY WORKS OF AMERICAN LOCOMOTIVE CO. 


it may profitably employ trucks in its 
service and, if so, how many and of 
what capacity. This is a new idea and 
one that has gained favor with leading 
firms of the country.” 

From this it will be seen that al- 
though this branch of the American 
Locomotive’s business is a comparatively 
new one, the results which should ac- 
crue during the next few years may 
make possible a new high rate of divi- 
dend on American Locomotive com- 
mon. 


In 1906 and 1907 this company 
earned in the neighborhood of 18 per 
cent. on the common stock, and paid 
dividends at the rate of 5 per cent. Its 
showing in the 1911 fiscal year was 
over 7 per cent. and is expected to 
reach 10 per cent. during the 1912 fiscal 
period. Nevertheless, American Loco- 
motive sells at 42, and its probable future 
value is apparently overlooked by the 
majority of investors. 


(To be continued.) 















The American Can episode does not 
mean that low-priced stocks are to be 
bought promiscuously; discrimination 
must be used with a view of securing 
stocks in companies which are in no 
danger of receivership, while affording 
the most promising results within the 
shortest length of time. 














Atch., Top. & S. F 
Atlantic Coast Line 
Balt. & Ohio......... 
Boston & Maine ........ 
Buff., Rochester & Pitts. . 


Can. Pacific 
Central of Ga. 


Chic. 


Cleve., Cin., Chic. & St. L. 
Colorado & Southern 
Delaware & Hudson 
Lack. & Western... 


Del., 


Denver & Rio Grande.... 


Erie 


Hocking Valley 


Illinois Central ...... 
Kansas City Southern..... 
Lake Erie & Western.... 
Lake Shore & Mich. So... 


Lehigh Valley 
Long Island 


Louisville & Nashville.... 


Michigan Central 


Minn. & St. Louis 
Minn., St. P. & S. S. Marie. 


Missouri Pacific 


National Rys. of Mexico.. 
N.Y. Cantal. cccccce 
N. Y., Chic. & Se. L...... 


N. Y., Ont. & Western... 
Norfolk & Western 


Northern Pacific 


Pennsylvania R. R 


Pere Marquette 


Pitts., Cin., Chic. & St. L. 


Reading 
Rock Island 


Seaboard Air Line....... 
& San Fran 
St. L. Southwestern 
Southern Pacific...... 


Se. L. 


Southern Railway 


Texas & Pacific...... 
Toledo, St. L. & Western. 


Union Pacific 
Wabash 


Western Maryland 
Wheeling & Lake Erie.... 


Wisconsin Central 
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Great Northern ...... 


Current 

month. 
$3,504,337 
Apr. 1,029,436 
Apr. 2,419,341 


. Apr. 989,401 
Apr. 112,353 
Apr. 4,115,752 


sy 256,785 
Central R. R. of N, J.... 
Ches. & Ohio........ 
Chic. & Alton........ 
Chic., Burl. & Quincy.... 
Chic. Great Western...... 
Chic., Mil. &.Se. P....... 
& Northwestern.... 


Apr. 281,619 
Apr. 1,026,148 


Apr. 178,633 
Apr. 1,537,086 
Apr. 171,635 
Apr. 580,358 
Apr. 1,472,250 
Apr. 445,107 
Apr. 246,898 
Apr. 90,807 
Apr. 190,343 
Apr. 332,557 
Apr. 539,712 
Apr. 1,724,027 
Apr. 49,503 
Apr. 145,781 
Apr. 208,726 
Apr. 55,231 
Apr. 1,197,812 
Apr. 201,507 
Apr. 94,380 
Apr. 1,233,868 
Apr. 811,167 
Apr. 107,043 
Apr. 539,194 
Apr. 357,513 
Apr. 1,160,788 
Apr. 1,325,091 
Apr. 1,399,293 
Apr. 214,735 
Apr. 1,863,497 
Apr. def. 108,578 
Apr. 1,300,953 
Apr. 1,971,673 
Apr. 3,082,508 
Apr. 232,611 
Apr. 670,313 
Apr. 159,049 
Apr. 1,211,502 
. Apr. 585,344 
Apr. 821,434 
Apr. 15,503 
Apr. 2,941,323 
Apr. 1,673,896 
Apr. 79,482 
Apr. 108,636 
Apr. 2,303,972 
Apr. def. 41,902 
Mch. 203,785 
Apr. 15,139 
Mch. 179,796 


“Fiscal yr. ends June 30. ‘Fiscal yr. ends Dec. 31. 





Change from 


last yr. 
+$568,950 
+91,235 
+ 28,200 
+ 189,035 
—28,764 
+958,777 
+99,806 
—780,212 
+247,012 
—160,310 
—151,555 
—48,110 
—478,339 
+156,496 
—1,132 
—113,265 
—586,117 
—949,301 
—136,434 
—691,714 
+ 444,806 
—112,574 
—678,584 
—29,053 
+19,001 
+291,856 
—1,180,356 
—43,048 
+297,534 
+ 297,067 
—404 
+328,323 
—31,818 
+199,224 
—22,388 
—907,861 
—20,109 
+46,946 
—271,595 
+ 346,215 
+ 82,833 
—376,526 
+53,552 
—155,663 
—11,179 
+123,222 
+ 32,392 
—88,557 
—70,104 
—52,656 
+129,430 
+2,146 
+25,165 
—71,861 
—448,544 
—16,250 
—130,152 
+53,881 


Monthly Net Earnings 


Returns of Principal Railroads Down to Latest Dates 


Fiscal yr. 
to date. 
$29,911,934" 
8,398,146" 
22,686,907* 
8,708,005* 
2,433,999* 
35,771,125* 
3,573,260* 
10,672,716* 
9,649,365* 
2,656,114* 
24,465,858" 
2,390,721* 
10,644,587* 
16,390,055" 
1,866,881¢ 
3,860,311* 
1,851,863t 
10,748,738" 
4,484,759" 
11,591,582* 
24,818,059* 
2,204,743* 
5,850,198* 
2,510,285* 
300,2867 
5,150,542+ 
9,742,861" 
58,8697 
14,475,078" 
2,769,182t 
1,149,076* 
5,510,704* 
5,914,431* 
10,761,308" 
21,240,213" 
6,213,577 
850,596t 
18,902,819* 
1,577,499" 
11,620,059" 
21,444,216" 
10,650,145¢ 
2,662,250* 
2,857,556t 
1,637,810* 
12,862,564* 
4,899,421* 
11,383,926* 
2,712,292* 
33,437,398" 
17,024,597* 
663,783t 
815,156* 
26,633,000* 
4,861,278* 
1,721,223* 
2,020,858* 
1,796,766" 





Change from 
last fisc. yr. 
—$1,199,872 
—257,761 
+2,117,514 
+ 370,967 
248,667 

+ 5,040,050 
+77,530 

+ 334,143 
+-523,308 
352,792 
—779,806 

— 309,239 
1,678,851 
—1,433,474 
+125,630 
—862,051 
—460,342 
—1,199,207 
—959,748 
—1,420,974 
+-4,834,419 
+1,150,854 
— 6,720,658 
—566,059 
+72,552 

+ 1,630,324 
—1,280,941 
+78,896 

+ 897,857 
+ 1,060,089 
—624,803 
+2,158,878 
—1,401,753 
+710,445 
+ 998,034 
—81,002 

+ 46,365 
+1,345,080 
—469,133 
+950,452 
—84,354 
+97,077 
+19,536 
+325,660 
+179,649 
— 2,109,093 
—580,235 
—72,242 
+223,823 
— 2,799,934 
+457,027 
+81,089 

— 32,867 
—3,453,614 
—1,699,404 
—172,105 
+-404,327 
+-295,930 





Available. 


Stock Outstanding 
(in millions). 


Cy, 
Pref. Com. 
114 170 
“tf 27 
59 152 
3 39% 
6 10 
él 180 
None 5 
None 27 
dein 62 
19 19 
None 110 
40 45 
116 116 
22 130 
10 47 
Ist, 8; 2d, 8 31 
None 42 
None 30 
49 38 
Ist, 47; 2d,16 112 
209 None 
None 11 
None 109 
21 30 
ll il 
None 49 
nae 60 
None 12 
None 60 
None 18 
5 15 
12 25 
13 63 
None 83 
Ist, 57; 2d, 240 149 
None 222 
Ist, 5; 2d, 11 14 
None 157 
None 58 
22 85 
None 248 
None 453 
12 16 
27 37 

Ist, 28; 2d, 42 7 
49 90 
23 37 
Ist, 4; 2d, 15 28 
19 16 
None 272 
60 120 
None 38. 
10 10 
99 216 
39 53 
10 49 
Ist, 4; 2d, 11 20 
11 16 
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The Guggenheim Exploration Company 


Analysis of Its Holdings, Income and Prospects, Showing Its Relation 
to Other Guggenheim Securities 
By J. HOWARD GIBBS 


HE recent listing of Guggenheim 
Exploration on the Stock Ex- 
change has attracted general at- 

tention to the possibilities of that stock. 
It was first traded in on the Exchange 
June 13, and an active demand devel- 
oped, carrying the price from 57 to about 
63 in two days on transactions of 20,000 
shares a day. 

As the par value of the stock was re- 
cently reduced from $100 to $25, the 
quotation of 60 on the new stock repre- 
sents 240 on the former par. It is as- 
sumed that the reduction in par was 
made in order to bring the stock down 
to a popular trading price, and now that 
it is listed on the Exchange no reason is 
apparent why it should not become a 
speculative favorite. 

Guggenhem Exploration is an invest- 
ment company. Its tangible property 
directly owned consists of only $2,704 
worth of furniture and fixtures. Its re- 
maining assets are composed of treasury 
stock, other stocks and bonds, bills and 
accounts collectible, cash and demand 
loans. These assets are figured in the 
balance sheet at $45,474,000, while the 
liabilities consist of $22,000,000 capital 
stock and $23,474,000 surplus. 

However, as the company’s invest- 
ments are carried at cost, the balance 
sheet does not show the real value of the 
assets. Present prices are above cost in 
nearly every case. Figured on current 
quotations, the market value of the com- 
pany’s assets would be in the neighbor- 
hood of $60,000,000, making a surplus 
of about $38,000,000 instead of $23,000,- 
000 as shown in the balance sheet. 

Guggenheim Exploration Co. was in- 
corporated in 1899. It controls various 
mining properties in the United States, 
Mexico and Canada. It is far from in- 
cluding the entire interest of the Gug- 
genheim family in the mining situation, 
as they are large owners in other com- 





panies also. At first their interests were 
chiefly in gold, silver and lead, and they 
still practically control the silver and 
lead production of the country. Their 
various smelters controlled some copper 
production, but this they turned over to 
the United Metals Selling Co., receiving 
in return the entire silver production of 
that company. 

About five years ago the Guggenheims 
turned their attention to copper also, 
making large investments in Utah Cop- 
per, Nevada Consolidated and Cumber- 
land Ely, now all controlled by the Utah 
Copper Co. They are also interested in 
the Braden property in Chile and in the 
Bonanza property in Alaska, which pro- 
duces about 2,000,000 Ibs. of copper per 
month. They have also, through the 
American Smelting and Refining Co., 
made contracts for the refining and sell- 
ing of copper from the Ray Consoli- 
dated, Chino and other mines. 

For the year 1912 it is probable that 
the Guggenheim interests will find them- 
selves in control of over 500,000,000 Ibs. 
of annual copper production, which 
would make them the leaders in the cop- 
per world. 

The. largest holdings of the Explora- 
tion Co. are of American Smelters Se- 
curities, 154,000 shares of preferred “A” 
stock and $1,500,000 of .6 per cent. 
bonds ; Utah Copper Co., 404,504’ shares, 
and Yukon Gold Co., 2,769,639 shares. 

Up to last year the Exploration Co. 
also owned $11,249,000 par value of the 
common stock of Smelters Securities. 
This was carried on the books at the 
nominal value of one dollar. In 1911 
this stock was sold to the American 
Smelting and Refining Co., yielding net 
proceeds of $6,747,000. 

Up to 1910 the American Smelting 
and Refining Co. and the Smelters Se- 
curities Co. reported separately. The 
Securities Co. showed about’1.7 per cent. 














THE GUGGENHEIM EXPLORATION COMPANY. 


earned on its common stock in 1909 and 
3.8 per cent. in 1910. For the six 
months ending November 30, 1910, earn- 
ings were at the rate of 3.2 per cent. 
per annum. In the 1911 report, how- 
ever, the two companies were combined, 
so that it is impossible to figure the ex- 
act earnings of either separately. This 
was done because the Smelting and Re- 
fining Co. now owns all the common 
stock of the Smelters Securities Co. The 
combined earnings amounted to about 
11 per cent. for 1911 on the common 
stock of the Smelting and Refining Co. 

These liberal earnings have led to re- 
ports of an increase in dividends. Cer- 
tainly, as matters stand now, the in- 
creased earnings of the Securities Co. 
will all go to American Smelting and 
Refining, since the Guggenheim Explo- 
ration owns nothing but bonds and pre- 
ferred “A” stock in the Smelters Securi- 
ties Co. Dividends on these are of 
course secure. 

With the holdings of Guggenheim Ex- 
ploration in the Utah Copper Co. the 
situation is quite different. The Ex- 
ploration Co. will participate in all the 
profits of Utah Copper to the extent of 
its 404,504 shares of the stock. Utah's 
prospects for increased earnings are 
bright. For 1911 its production was 
over 93,000,000 Ibs., and net profits, in- 
cluding income from its holdings of Ne- 
vada Consolidated, were $6,238,000, or 
about 39.7 per cent. on the par value of 
the stock. 

It must be remembered that 1911 was 
a year of very low prices for copper. 
On the basis of 17 cents for copper metal, 
it is assumed that Utah Copper would 
earn about $7 annually on each $10 
share, or 70 per cent. 

At this writing, copper metal is firmly 
held at 17% cents. It is clear, there- 
fore, that there are great possibilities in 
the Exploration Co.’s holdings of Utah 
Copper. Utah’s cost of production for 
1911 was the lowest ever reached by the 
company, 7.86 cents per pound. During 
the year about 100,000,000 tons of ore 
were added to reserves, making a total 
of 300,000,000 tons fully or partially de- 
veloped. The life of the mine is esti- 
mated at over 40 years. 

The 1,000,500 shares of the Nevada 
Consolidated, which are owned by the 
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Utah Copper Co., are carried on its books 
at only $4.50 per share, while the present 
market valuation is over $20. Here is 
a large “concealed asset” of the Utah 
Copper Co. Nevada's current earnings 
are higher than Utah’s, on the market 
value of the stock, but Nevada’s probable 
life is estimated at only 13 years. The 
present price of Nevada fairly represents 
an amortized “present worth,” based on 
about 13 years of life and 14 to 15-cent 
copper. 

The Exploration Co.’s 2,769,639 
shares of Yukon Gold represent a large 
majority ownership, as the total number 
of shares outstanding is 3,500,000, of $5 
par value each. Yukon was incorporated 
in 1907 as a consolidation of several 
dredging and hydraulic mining compa- 
nies in the Klondike district of Alaska. 
Its property and investment are carried 
on the books at $11,885,000. The costs 
of both dredging and hydraulic mining 
have been materially reduced in the Jast 
two years. 

Dividends of 4 per cent. were paid in 
1909, 8 per cent. in 1910, and 7144 per 
cent. in 1911, and the company’s pros- 
pects seem to be good, but it is impos- 
sible to estimate the value of its proper- 
ties, so that the duration of its earning 
power is problematical. For this reason 
the stock sells below par. The Explora- 
tion Co.’s holdings cost $3.57 a share, 
which is about the present market price. 

Guggenheim Exploration also owns 
36,600 shares of the Chino Copper Co., 
carried on the books at $22 a share, a 
total of $806,740. The present price of 
Chino is around 35, showing a large 
profit on this investment. 

For the past three years the Guggen- 
heim Exploration Co.’s surplus and an- 
nual profits (disregarding changes in 
market prices of its stock) have been as 
follows : 


Annual 

Surplus profits 

a GEERT EEE $13,857,000 11.0% 
PS 15,124,000 16.1% 
| 23,474,000 17.7% 


The annual report states that “It is 
the purpose of the directors from time 
to time, as opportunities offer, to invest 
in other properties which, in their opin- 
ion, will yield satisfactory returns.” If 
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this policy is consistently maintained, it 
means, of course, that the stock will 
grow more valuable year by year as the 
result of reinvestments of earnings. 
Judging from past experience, no in- 
vestor will in the long run make a mis- 
take in following the lead of the Gug- 
genheim family. Their success in ac- 
cumulating an immense fortune has been 
almost unparalleled. 

Another Guggenheim property, not 
included in the Exploration Co., is Fed- 
eral Mining and Smelting, but this is not 
at present as successful as the other com- 
panies discussed above. It produces 
lead and silver. The fiscal year 1910 
showed a deficit after the payment of the 
preferred dividend at the rate of 7 per 
cent., and in 1912 the rate was cut to 
6 per cent. Uncertainty in regard to the 
tariff on lead was given as the reason for 
the cut. However, in the fiscal year end- 
ing August 31, 1911, earnings of 6.7 per 
cent. on the common stock were shown, 
after payment of 7 per cent. on the 
preferred. 

American Smelters Securities Co. 
owns 32,000 of the 60,000 shares of Fed- 
eral common stock now outstanding. 
This is understood to have cost the 
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Smelters Co. about 120 and the present 
market price is below 20. In 1906 this 
common stock paid 17 per cent. divi- 
dends, but dividends were discontinued 
in 1909 and no more are now in sight. 
Perhaps this should be taken as an indi- 
cation that the judgment of even a Gug- 
genheim is not infallible. 

It has sometimes been assumed that 
the Guggenheims also controlled Na- 
tional Lead, but this is not the case. 
That company is inthe hands of other 
interests, the Guggenheims having dis- 
posed of their holdings several years 

0. 

It will be observed from the above that 
the prospects of an advance in the price 
of Guggenheim Exploration are chiefly 
dependent upon its holdings of copper 
shares. Since it has disposed of its 
Smelters Securities common stock, re- 
taining only the bonds and preferred 
stock, it does not share directly in the 
increased profits of that company. Its 
principal investments in common stocks 
are now in the copper companies. For 
this reason the recent sharp advance in 
the price of copper metal should reflect 
very favorably upon the income of the 
Exploration Co. 





Our Position in the Trade Cycle 


HE most important factors I see at 
the present time—the results of our 
extravagance and over specula- 

tion—are great outstanding indebted- 
ness, including vast corporate inflation, 
increasing cost of living, lessening profi- 
its, living beyond our means, and 
heavy realty inflation. These are stead- 
ily diminishing the purchasing power 
of the consumer, which means, even- 
tually, liquidation in all lines, and a 
return to more frugal habits and debt 
paying. 

This process will eventually provide 
the groundwork and materials for an- 
other great upward movement, placing 
us finally on a still higher plane of living 
than ever before. 

_ Increased bank clearings will not 
prove satisfactory if net profits are less 
or losses incurred at the end of the 
year. Bank clearings for 1911 showed 
more business in dollars than 1910, yet 


nearly everyone will admit that the re- 
sults were less satisfactory. 

Increasing bond sales and growing 
bank surplus simply indicate caution 
and a lessened demand for money. The 
gradual growth from year to year in 
the per cent. of imports over exports is 
not a pleasant feature to contemplate, 
especially when we realize, on looking 
over the list, that luxuries show a de- 
cided increase. 

Excited political and socialistic agi- 
tation is like bubbles on the surface of 
heated waters, pointing to causes be- 
low. The increasing cost of living and 
decreasing margin of profit are con- 
stantly at work intensifying existing 
conditions. 

It is no easy task we have before us. 
It will take time and self-sacrifice and 
a general readjustment. To this we all 
naturally object, and will not submit 
until we are forced —FRANK CROWELL. 











The Investment Digest 


HE sources of items are indicated as follows: *Leading financial and investment 


publications. {Banking and Stock Exchange houses. 


§$From official sources. 


Neither “The Magazine of Wall Street” nor the authorities quoted, guarantee the in- 


formation, but it is from sources considered trustworthy. 


Owing to the vast 


amount of information condensed into these pages, many abbreviations are necessary. 


Allis-Chalmers.—*Nathan Ejiseman files 
petition in foreclosure in behalf of Co. He 
alleges, the Pres., on May 10, stated there was 
on Jan. 1, $900,000 cash in treasury, applicable 
to payment on first mortgage bonds; that on 
March 22 there was $1,116,909 on hand, and 
that receivers had sufficient funds to cover 
default on mortgage. In accordance with re- 
organization plan, about 77% of common 
stock, and over 83% of pfd. are deposited. 


Amer. Agricultural Chem.—*Net earn- 
ings for fiscal period to June 30 will show but 
small increase over 1911. Last year was poor- 
est fertilizer Cos. every had. Co. has now 
about $1,200,000 more common than year ago, 
bringing issue up to $18,000,000. This stock 
was issued in part payment for properties ac- 
quired during year. In 1910 Co. earned 10.5% 
on common. Last year dropped to 9.0%. This 
year will probably reach 10%. 


American Can.—*Earnings current year 
will surpass any other, with net for dividends 
between $6,000,000 and 000,000 compared 
with $3,000,000 last year, when increase in net 
about $2,000,000, was charged off for depre- 
ciation. Had this heavy charge not been 
made, would remain for dividends about $5.- 
000,000, or more than 10% on pfd. If this 
year shows $6,500,000 for dividend it will equal 
15.7% on pfd. Co. should be justified on pres- 
ent earnings in increasing pfd. dividend to 
required 7% and paying off small percentage 
on 32% accumulated back dividends amount- 
ing to $14,431,655. Co. has cash balance over 
$3,500,000 which is expected to increase to 
about $6,000,000 by end of fiscal year, also 
calendar year. At end of 1910 cash was but 
$1,377,417, increasing to $2,000,000 in following 
year. Co. not expected to do any financing 
to pay off back dividends. 


American Car & Fdy.—?Business since 
beginning of current calendar year of large 
volume, with orders heavier than any time 
since 1907. Cars ordered first 4 mos. of year 
approximate 30,000, sufficient to operate plants 
at full capacity for over 3 mos. Profits will 
be satisfactory as cost of materials is low and 
offsets comparatively low selling price of cars. 
Annual report for fiscal year ended April 30 
will be published shortly. Balance for div- 
idend expected equivalent to 4% or 5% on 
common stock. 


Am. Hide & Lea—*Net earnings will 
show over 1911, probably an increase of 40% 


to 50% for interest and sinking funds. 1911 
Co. earned $818,934 for purpose compared with 
but $81,501 in 1910, poorest year in Co.’s his- 
tory. Fiscal year doing better and will run 
between $1,100,000 and $1,200,000. Since Jan. 
Co. handled business through own selling or- 
ganization rather than through agents. Pro- 
duction of 3 sole leather tanneries amounts to 
over $2,000,000 gross annually. This added to 
upper leather may produce $20,000,000 this 
fiscal year. 


American Ice.—*Co. recently sold to 
N. Y. banking syndicate $3,000,000 6% 30-year 
bonds. Sale gives Co. cash to redeem $3,000,- 
000 notes sold 3 years ago. Co. holds in treas- 
ury $754,000 of these notes and thus at least 
$750,000 cash remains in treasury after retire- 
ment of notes. Some $250,000 first mtg. bonds 
on Balt. property are redeemed from earnings. 
Another $100,000 went into purchase of bonds 
on Wash. property, also between $700,000 and 
$800,000 in new plants producing artificial ice, 
New bonds sold, are part of authorized issue 
of $6,500,000. Remainder will be sold to fin- 


ance future growth. 


Am. Locomotive vs. Baldwin.—*Amer- 
ican Co. has capital of $50,000,000 against $40,- 
000,000 of Baldwin Co. While former has 
bonded debt and notes totaling $7,829,500, lat- 
ter has but $14,200,000. Thus total obligations 
of former are $57,982,500 against $54,200,000 of 
latter. American Co. year ending June 30, 
1911, showed gross sales of $40,649,385 against 
$29,342,586 for Baldwin, yet American earned 
only $3,565,562 against $3,443,490, or about 
$322,000 more than Baldwin. Thus efficiency 
of Baldwin plant is indicated. American has 
capacity of about 3,300 locomotives to 3,000 for 
Baldwin. Owing to larger capital American 
paid about $1,750,000 on pfd., Baldwin only 
$1,400,000, so there was left for common on 
American $1,815,562 against $1,843,490 for 
Baldwin. These figures show Baldwin earned 
16% on pfd. last year and 9.2% on common, 
whereas American earned 14% on pfd. and 
7.2% on common. American has sold $3,600,- 
000 of authorized $6,000,000 5% gold note 
issue. Part of proceeds will be used to retire 
notes maturing Oct. 1, 1912. 


Am. Smelting & Ref.—tStrong probabil- 
ity of common stock being increased to 6% 
although market action does not indicate it. 
A leading interest in Co, says, “earnings are 
sufficient to justify 6% now.”—*Arrangements 
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are complete for quotation of Smelters stock 
on — Bourse and official listing is expected 
in June. New men are gradually being em- 
gn at Balt., where output was interrupted 
y strike, plant now operates about 75%, 
which will be brought to full capacity as new 
men are broken in. 


Amer. Sugar Ref.—}Undivided surplus at 
close of fiscal year $21,047,590, equivalent to 
over $46 per share of common. 


Am. Tel. & Tel—*Sale by N. Y. Tel. 
(controlled by Am. Tel. & Tel.) of $20,000,000 
additional 442% 30-year bonds, increase Co.’s 
outstanding bonded debt to $70,000,000, leaving 
$5,000,000 additional bonds issuable under 
mortgage. N. Y. Tel. ranks as largest operat- 
ing telephone property in world, with gross 
earnings including associated Cos, for 1911 
totaling $59,019,410 or one-third gross receipts 
of entire Bell system. Net earnings of parent 
Co, last year $15,223,000 against net of two 
years previous of $10,572,000, increase 50% in 
24 months. Even with increase of $20,000,000 
in bonds Co. will earn interest 414 times over. 
Pres. Vail plans grouping 33 or 34 subsidiary 
Cos. of system into 8 principal districts cover- 
ing entire U. S. The Bell Cos. today reach 
30,000,000 people against 12,000,000 six years 
ago. In 1911 average earnings showed a re- 
duction of $3.50 per unit, a reduction of $23,- 
000,000. The people saved this $23,000,000 but 
still had communication with double number 
of people. 

Assets Realization Co—*Co. received 
$275,000 for services liquidating Bank of 
North America. All indebtedness of bank 
paid and dividends of $20 a share paid stock- 
holders. Further dividend of $20 a share 
probable, in addition to equity in bank building 
for which Assets Co. are offered $1,000,000, 
stockholders may eventually receive par for 
shares. 


Atchison.—*Decrease of $290,407 in April 
operating expenses increased the gross, and 
net showed gain of $504,025. This is largest 
comparative gain in net in current fiscal year. 
In March and April Co. cut operating ex- 
penses $480,000. July, August and Sept. ex- 
ene were $1,000,000 more than previous year. 

otal increased expenses for 10 mos. ended 
April, $629,068. For 10 mos. decrease in net 
was $1,853,146, but rage gross was respon- 
sible for but $570 Increased taxes ac- 
counted for ease and taxes had more to 
do with reducing net, than smaller business or 
larger operating expenses. End of vear will 
show Atch. behind last year’s net. To equal 
last year’s showing Co. in last two mos. of 
fiscal year must make up $1,853,146 


Baltimore & Ohio.—tCo. plans $20,000,- 
000 bond issue. A prominent director says 


board working for some time on comprehen- 
sive financial plan, and while $20,000,000 is 
planned, exact amount not determined. Man- 
agement adheres to policy of reinvesting all 
surplus in excess of reasonable margin over 
dividend 

(July-April 


requirements.—*During 10 mos. 


inclusive) $22,886,620 was ex- 
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pended in maintenance of way, structure and 
equipment out of gross earnings or 30.01% of 
total revenues. Gross for full fiscal year will 


exceed $90,000,000, breaking all previous 
records. 
Bethlehem Steel—tCo. made largest 


sales and profits in its history last year. Earn- 
ings equaled more than double 7% dividend 
requirements on pfd., on which no dividends 
were paid since 1906. Pfd. is non-cumulative, 
so no back dividends offset investment of sur-~ 
plus in business instead of paying dividends. 
First quarter of 1912 orders approximated 
$12,250,000 or $49,000,000 per annum against 
gross of $30,093,022 in 1911. It seems prob- 
able that both business and profits will exceed 
1911 when earnings on common equaled $7 
after allowing $7 per share on pfd.—*Co. just 
sold $15,200,000 bonds of an issue of $50,000,- 
000 for retiring obligations and working cap- 
ital. New financing saves Co. $675,000 which 
combined with additional working capital 
should be satisfactory. 


Brooklyn Rap. Transit.—*For 11 mos. to 
June 1 gross increased $1,021,000 over same 
period of 1911. This is $144,000 more than 
gain all of late year. The 12 mos. should close 
with increased income from elevated and sur- 
face lines better than $1,100,000, making it 
best year since 1906. Co. had in 1911 about 

000 of “other income.” If that equals last 
year, total receipts will cross $23,000,000 mark. 
A large shareholder says: “Under proposed 
agreement with City of N. Y. for construction 
oft 162 miles new subway and elevated routes 
Co. is practically guaranteed 7% for entire 
length of contract.” 


Brooklyn Union Gas.—*Past years’ earn- 
ings averaged over 15% and dividend pay- 
ments 6%4% per annum. Gross for 1912 will 
total almost $10,000,000 and balance for div- 
idends will exceed $3,100,000. After amortiza- 
tion earnings will still show more than 10% 
on $18,000,000 stock. 


Canadian Pacific.—}With two mos. yet to 
be heard from it appears probable the gain in 
gross will exceed $20.000,000 Extensive 
double tracking is now in progress, several 
hurdred miles in new mileage now being 
added and equipment constantly increased. 
Net earnings $35,771.000 for ten mos. of fiscal 
year, an increase of 164% over corresponding 
mos. of 1911. This indicates for full period 
Co. will earn $21 per share on common. Ac- 
cumulated surplus at end of year will approxi- 
mate $70,000,000, evidencing another “ripe 
melon” in perspective. 


Central Leather.—tProfits understood to 
be looming up substantially with leather at 
highest prices in years. All fear that Co. will 
not earn pfd. dividends this year has passed. 


Chesapeake & Ohio.—*In 9 mos. to 
March, Co. about earned entire vear’s div- 
idend of 5%. Earnings for fiscal year 
to. June 30 will be between 6% and 7%. 
Last year 5.14% was shown. In 9 mos. 
of year gross increased 3%. It cost 2% 
more to run property and over $350,000 more 
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spent on maintenance of equipment this year. 
—t+Confidence in ability to maintain present 
5% rate strengthened by showing the road is 
making in earnings. Large increase reported 
for March proved to be more than temporary, 
for April returns show increase of $577,000 
gross and $247,000 in net. 


Chicago & Alton.—*An unpaid rental of 
$30,000 for terminal! facilities due Peoria & 
Pekin Railway prevented Chicago & Alton 
trains entering Peoria for 16 hours. Embargo 
only raised when officials of C. & A. wired 
funds. Pres. Shonts announces completion of 
arrangements for funds for grade reductions, 
terminal enlargements, and to improve facil- 
ities. A $20,000,000 6% gold bond issue is 
proposed to substitute present improvement 
and equipment mortgage. $4,500,000 bonds are 
already acquired by Union Pacific which cov- 
ers present requirements. Co. may soon be 
termed a Harriman road as Union Pacific 
owns $10,343,000 pfd. stock. 


Chicago, Mil. & St. Paul —+Business con- 
tinues heavy, with traffic receipts ahead of last 
year. April gross to be published shortly, will 
approximate $4,975,000, an increase of $225,000 
over last year. Operating conditions not alto- 
gether favorable. A small loss will be re- 
ported. Co. is making larger expenditures for 
maintenance than last year. Charges for im- 
provement of physical condition about $100,000 
monthly over last year and consumes 28% of 
gross. Co. will earn equivalent to $3 per share 
for entire fiscal year. The 5% common div- 
idend will be maintained over next meeting as 
receipts beginning with fall mos. will show sub- 
stantial gains—*A year ago St. P. received 
in dividends about $5,000,000 in addition to in- 
terest on bonds held of Puget Sound line, but 
in current fiscal year no dividends are ex- 
pected. Of $35,000,000 4%% convertible 
bonds, about 97% were taken be stockholders. 
These bonds maturing 1932 are convertible 
into common stock at par on or after June 1, 
1917, or prior to June 1, 1922. 


Chicago & Northwestern.—*For April, 
and 10 mos. of current fiscal year, Co. reports 
decrease over $200,000 in operating income, 
compared with corresponding previous year. 
Smaller receipts due directly to decrease of 
$2,500,000 in freight earnings. About’ $400,000 
less was spent on maintenance but $400,000 
more on equipment. In Feb. road disposed of 
$15,000,000 4% bonds to pay for 179 miles of 
road recently completed. Estimating earnings 
for current year, together with other income 
and fixed charges for the period Co. earned 
6.65% on common stock. This compares, after 
preferred dividends of 8.26% in previous year. 
While road will fall short of its common div- 
idends a profit and loss surplus at end of last 
year, over $33,000,000, indicates it will disburse 
usual 7% on common stock. 

Chicago, St. P.. Min. & Omaha—*Co. 
failed to earn dividend requirements for 
ten mos. by a margin of $209,812. Surplus 
after charges of $1,520,943, while dividends 
for pfd.. and common stocks required 
$1,730,755, Co. suffered steady decline in 


“and net. 


earnings since July last, April being only 
mo. thus far to show increase in gross 
Net for ten mos., not only showed 
decrease equivalent to 26%, but was lowest 
of last six years. Gross lost $1,001,060. To 
offset this loss, there was no saving in 
expenses, a saving of $100,272 in main- 
tenance having been more than consumed 
by $128,146 increased trans. expenses. Co. 
will hardly earn dividend requirements this 
year. Present rate is 7%, and unless con- 
ditions become worse next year, rate will 
be continued. 


Col. Fuel & Iron.—*Co.’s charter expires 
in fall. It is said Co. will consolidate with 
Colorado Industrial Co—former owning 
all stock of latter, and guarantees indebted- 
ness. Last year Fuel & Iron Co. earned 
$1,260,000 over all charges. In April, indi- 
cations were, that 8 mos. earnings would 
show surplus after charges more than 


$1,500,000. 


Colorado & Southern.—jEarnings con- 
tinue to show large losses, but dividends 
well secured. Surplus for dividends in ten 
mos. to end of April declined approximately 
30%, but Co. earns full year’s dividend on 
all three classes of stock with fair balance 
remaining. Business now showing first 
definite signs of improvement. 


Consolidated Gas.—Div. payments indi- 
cate conservatism. System had $9,000,000 
cash on hand Dec. 31 last. Combined net 
surplus of the entire system was $37,100,000. 
Reserves for renewals, all contingencies, and 
premium from stock issues, totaled $44,- 
300,000. These total $81,400,000 equivalent 
to over 80% on outstanding stock, and 
nearly 50% on gross outstanding capital. 
In addition, assessment of real estate, and 
personal property, aggregates $133,350,000. 
System’s surplus grew in two years, nearly 
$15,000,000, while reserves increased more 
than $9,000,000. 


Denver & Rio Grande.—*Estimated in- 
come from operations and investments to 
June 30, will approximate $7,000,000. In- 
cluding Western Pac. interest of $1,250,000 
in fixed charges (Denver being respon- 
sible), it will not cover these obligations 
by about $300,000. Expenses during sum- 
mer will be heavy. In April they were 
80% of gross. Western Pac. that mo. 
earned $43,843 gross, and net $87,123. 
Statement showed cash on hand $2,000,000, 


and .250,000 market value in securities 
free in treasury and available for quick 
assets, if required. June 10 Co. will also 


have $2,500,000 from first installment of 
subscription to new $10,000,000 adjustment 
income bonds. 

Distillers.—*U. S. Indus. Alcohol, prin- 
cipal subsidiary of “Distillers Securities,” 
shows March net to be $100,000, or largest 
mo. in Co.’s history, and now earning bet- 
ter than 6% on its $12,000,000 common 
stock. Distillers Sec. will be chief bene- 
ficiary from inauguration of dividends, by 
holding $6,100,000 or 51% of Alcohol com- 
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mon. Still 4% would amount to less than 
1% on Distillers Sec. stock. Germany con- 
sumes 40, 
annually, while U. S. only 4,000,000 gallons. 
This Alcohol Co. furnishes at least 50%. 


Erie.—tFor entire month of April, min- 
ing operations were suspended. Erie ap- 
pears especially hard hit. In tons, over 
55% of Erie’s traffic is coal, and gross 
earnings for April decreased $626,000, or 
more than 14%, while net declined $691,700 
or 56%. Opr. expenses and taxes con- 
sumed 85.9% against 72% for April, 1911. 
May returns will show improvement. Min- 
ing operations were resumed May 1, and 
coal moves freely again. Gross for May 
expected to approximate May of 1911 with 
a light net loss.—*Erie let contracts total- 
ing $10,800,000 covering requirements for 
215 miles second track between N. Y. and 
Chicago. This covers 1912 construction 
program. Total second track planned, 
amounts to 376 miles, which when com- 
plete gives Co. complete double track low 
grade line between two cities. 


General Electric.—*Co. needs only $800,- 
000 net per an. to meet fixed charges on 
plant investment. This is less than 10% 
of balance for dividends in any of last 3 
years. It is doubtful if any great industrial 
organization carries its plant at so low a 
figure that but 1% on gross is needed to 
meet carrying charges. Patents are of 
tremendous value, yet carried on books 
since close of 1906-7 at but $1. Altogether 
Co. expended since organization about 
$20,000,000 in buying patents, writing down 
patent accounts, or defending infringement, 
a sum equal to $25 per share on $77,000,000 
stock, but balance sheet carries whole 
amount at but $1. Sales now running at 
rate of $78,000,000 per an. against $69,000,- 
000 last year, an increase of $9,000,000, or 
13%. Co. now has working capital enough 
to take care of $100,000,000 of sales, and can 
count on between $5,000,000 and $7,000,000 
net yearly above dividend requirements. 
Co. wrote off its copper investment of 
$2,800,000 at end of 1911. 


General Motors.—*Sales in April aggre- 
gated $8,000,000. This represented cash 
poyments from cars delivered customers. 
n first 9 days of May Co. took in $3,600,- 
000 additional cash, and receipts for full 
month will probably total $10,000,000. 
This means cash receipts during four mos. 
of $27,000,000. Co.’s total gross business 
is about $55,000,000 per an. All bills are 
discounted, and Co. has over $4,000,000 
cash. Co. sold to date, over 32,000 cars of 
1912 model, with nearly 5,000 unfilled or- 
ders in hand. 


Great Northern.—*At end of 9 mos. Co. 
earned full year’s interest charges, cover- 
ing entire year’s requirements and with con- 
siderable to spare. Surplus for last 3 mos. of 
fiscal year will all be “velvet.” Official 


figures for April not available, but esti- 
mated gross $ 


,000 better than last year. 


000,000 gallons industrial alcohol ‘ 
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At end of 9 mos. opr. expenses were $900,- 
000 below same period of 1911. In 9 mos. 
taxes show small increase over last year, 
while income from “outside operations” . 
show small decrease. Officials believe 
gross for year ending June 30 next, will be 
8% larger than last. On this basis road 


will show gross $66,158,243 for 1912, 
against $61,257,633 in 1911. All this gain 
is expected to be for net. Allowing for 
increased “other income” this year, and 


heavier interest charges, Co. should earn 
10%. Last year it earned 834%. Other 
income will be larger mainly because full 
benefits from payments on $30,500,000 
Spokane, P. & S. bonds will be enjoyed this 
year. Interest charges will be heavier, be- 
cause of sale in 1911 of $35,000,000 44% 
refunding bonds. (See Hill Roads.) 


Guggenheim Exploration. —*Directors 
meet early next month to consider divi- 
dends. Increase will probably be made and 
place stock on 12% basis. Last year cor- 
poration earned 17.7%, and earnings now 
on improved price of copper are consider- 
ably larger. Co. owns 400,000 shares Utah 
Copper stock, which gives equity of about 
2o, in Utah’s earnings, which, on 16%c. 
metal earns about $9 per share per an., or 
a total of $14,175,000. After Utah’s divi- 
dend, which calls for $4,725,000, and of 
which Exploration Co. receives about 
$1,200,000, Exploration Co. has equity of 
$2,365,000 in balance of Utah earnings. New 
Guggenheim Exploration stock, to be issued 
in conformance with plan to reduce par 
from $100 to $25 per share, now traded in 
on N. Y. Stk. Exch. 


Hall Signal —*Letter sent stockholders 
by reorganization committee; under plan 
new Co. capitalized at $6,000,000, of which 
$2,000,000 will be 7% cumulative pfd. stock, 

,000, common, and $1,000,000 20-yr. 
debenture bonds, will be formed to take 
over property of old Co. Stockholders 
offered right to subscribe at $100 a share 
for new pfd. equal to 50% of holdings. 
With this they would receive common 
stock equal to present holdings. Large 
majority of stock already deposited with 
committee. New Co. will be-assured of 


$1,000,000 fresh capital. 


Harriman Lines.—*For April, Union Pac. 
reports gross earnings $300,000 ahead of 
last year, although net, after expenses and 
taxes, fell off less than $72,000. Southern 
Pac.’s gross was $337,000, and net fell off 
less than $53,000. For 10 mos. to April 
30, U. P. suffered loss in gross about $2,800,- 
000, and net decline of nearly $3,500,000. 
For same period S. P. reports decrease in 
gross of $1,578,000, which, with increased 
expenses, brought a decrease in net about 
$2,800,000. Other income in both Cos. for 
current fiscal year, will about duplicate 
1911. On 10 mos. basis both Cos. should 
show in remaining two mos. increases over 
last year, U. P. should earn about 14% for 
common in 1912, and S. P. about 9.2%, 
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against 16.6% and 9.56% in 1911 respect- 
ively. Rail and equipment orders placed 
by Harriman Lines 1912-13 total about 
$14,000,000; freight car order is about 5,700. 
Of 178 locomotives, 148 go to Baldwin, and 
30 to Am. Loco.; 126 passengers ordered 
from Pullman. In suit to be filed by gov- 
ernment to recover 115,000 acres of oil 
land from Sou. Pac. Mr. Herrin reaffirms 
opinion of Mr. Lovett, that S. P.’s hold is 
absolute as to some 150,000 acres of oil 
lands, valued from $150,000,000 to $300,000,- 

, as all save about 6,900 acres were 
patented prior to 1905. 


Hill Roads.—jIn 10 mos. to end of April 
Burlington earned $21,702,000 net. This 
approximates $15 per share on_ capital 
stock,” meaning that after regular 8% divi- 
dend, balance of about $7,500,000 remains. 
While part of surplus may be appropriated 
for betterments, surplus account wil] be 
benefited by $3,000,000 to $4,000,000. At 
close of 1911 fiscal year Burlington’s ac- 
cumulated surplus amounted to $87,138,000. 
At close of 1912 fiscal year it will no doubt 
exceed $90,000,000. Northern Pacific’s share 
of this surplus is equivalent to $17.60 a 
share, while Great Northern’s share is 
equivalent to $20.70. 


Illinois Central.—jPractically all gross 
receipts absorbed by cost of handling busi- 
ness, and earnings continue far behind divi- 
dend requirements. In April it cost Co. 
96c. to move a dollar of freight, thus while 
receipts totaled $4,248,759 only $145,780 was 
saved for net. Road apparently made small 
recovery from effects of shopmen’s strike. 
Earnings indicate balance for dividends for 
entire year will not exceed 4%. Dividend 
will not be reduced at present, as manage- 
ment feels troubles of road are temporary. 


Interborough.—*J. P. Morgan & Co. pur- 
chased $170,000,000 Ist mortgage 5% 53-yr. 
gold bonds. Purchase contingent upon ap- 
proval by court as to preferential payment 
of 8.76%, provided for in arrangement with 
City for new subways. Gain of $3,900 per 
day, or $121,000 ‘for the mo., is slightly 
above average gain for previous 10 mos. 
For 11 mos. to June 1, gross revenue of 
N. Y.’s rapid transit system gained $1,286,- 
000 over same period of 1911, or nearly 
$600,000 more than entire fiscal period 
ended June 30, 1911. It is safe to predict 
17% for the stock this year, which com- 
pares with 14.69% last year. 


Int. & Gt. Northern.—*An official states 
dividends on pfd. will no doubt be in- 
augurated this year. Annual dividends on 
$5,000,000 5% non-cumulative reorganiza- 
tion stock requires $250,000. In 6% mos. 
after discharging receiver Mar. 31, Co. 
earned $869,000 over fixed charges, rentals 
and other obligations, or over 17% on pfd. 
Allowing for full 5% pfd. dividends, sur- 
plus earnings for little more than half year 
equal 10% on $6,500,000 common stock. 

Int. Agricultural Chem.—*Co. has ar- 
ranged to sell an issue of $13,000,000 5% 


20-yr. bonds to retire present floating debt 
of about $8,500,000, and provide funds for 
development plans. Net result will be in- 
crease in working capital of $10,000,000, 
bringing that item up to between $13,000,- 
000 and $14,000,000. Fertilizer business is 
one of long credits, and large working 
capital is necessary. Co. has been doing 
gross business of $13,000,000 to $15,000,000 
per an. 


International Harvester.—*Co.’s opera- 
tions during fiscal year to Dec. 31 continued 
gain in foreign business, now 40% of Co.’s 
gross. They aggregated $42,300,000 in 1911, 
a gain of $8,119,000, or 23.7% over 1910, 
which in turn increased foreign sales 21. 5% 
over 1909. Total gross $108,033,595 was 
6.7% greater than 1910. Added to surplus 
account from 1911 earnings, this $7,321,397 
brings that item up to $23,390,946, equiva- 
lent to nearly 30% on common. Adding 
$18,151,037 reserve accounts, in reality a 
potential surplus, there remains an undis- 
tributed balance of 52% belonging to com- 
mon. Harvester’s working capital require- 
ments are large, because of liberal credits 
extended to farmers. At close of 1911, for 
first time in Co.’s history, net working capi- 
tal passed $100,000,000 mark, with net quick 
assets of $103,235,782. 

International Paper.—* Net earnings since 
Dec. 31 at rate of $225,000 monthly, and 
this average will be maintained until June 

This makes surplus, after operating 
expenses and fixed charges for that period, 
equal to $1,350,000, increase $317,959, or 
30% over net of previous 6 mos. Co.’s re- 
port for that period, published because of 
change in fiscal year, which now ends Dec. 
31 instead of June 30. Should fiscal year 
end June 30, as formerly, surplus for $22,- 
406,700 outstanding pfd. would be, on this 
estimate, $2,382,000, equivalent to 10.63%, 
and best earning power shown since 1903. 

Int. Smelting & Ref.—*Income account 
for year to Dec. 31, 1911 compares as fol- 
lows: Tolls for smelting and sales 3,442,- 
259 in 1911, against $2,512,108 in 1910; net 
income $1,219,037 in 1911, against $1,002,- 
191 in 1910; surplus $419,037 in 1911, against 
$202,191 in 1910. Profit and loss surplus 
in 1911 is $1,556,941, against $1,137,903 in 
1910. Equal to $12.19 per share, as against 
$10.02 earned previous year. New contracts 
for silver lead ores make it necessary to 
build addition to plant, increasing capacity 
over 50%; appropriation authorized cover- 
ing work. 

Kansas City Southern.—*Should present 
net earnings maintain to June 30, Co.’s total 
income would approximate $2,725,000. 
From this deduct fixed charges, rentals, 
etc., $1,725,000 shows surplus approximately 
$1,000,000 for dividends. Paying 4% on 
$21,000,000 pfd. Co. would have $160,000 left 
for $30,000,000 common, or a little over 4 
of 1%. This compares with 2.74% previous 
year, and 2.17% earned in 1910. Road in 
good physical condition, and prepared for 
large traffic. 








160 THE MAGAZINE OF WALL STREET 


alley.—*Co. will earn little more 
than 1 Pes on $60,000,000 stock. Last year 
Co, earned fraction more than 14%, and 
year before upward of 20% on $40,000,000 
stock then outstanding. In none of these 
accounts is calculated earnings of coal Co. 
In April Co. earned but $40,000 in excess 
of operating expenses and taxes, against 


$1,265,000 in April, 1911. . June promises - 


surplus over charges for 12 mos. will reach 
the sanenene required for regular divi- 
dends. 


Louisville & Nashville—jtShould Co. 
hold its own balance of year; it will earn 
fully 15%.—*Co. earned $1,000 gross per 
mile over entire system in April, or largest 
April in history. Policy has been to put 
back into property liberal sums, but 7% 
dividend is being earned twice over— 
tShareholders will probably receive in- 
creased return through bonus or increase 
in dividends. This was virtually decided 
gasty in present year, but while earnings in 
fiscal year will be equivalent to $17 per 
share on common, and while surplus is 
equal to over $50 per share, management 
decides to defer dividend, or cut a “melon” 
until after presidential election. 


Mo., Kansas & Texas.—tCo. is paying 4% 
per an. on $13,000,000 pfd. No reduction or 
passing of this is expected. Assuming May 
and June, 1912, result as favorable, surplus 
over pid. dividends last year of $1,252,686, 
will be wiped out and a deficit result. Next 
semi-annual 2% not payable until Nov., and 
as pfd.- requirements are small, any im- 
provement in traffic should make up deficit. 


Mo. Pacific—*April shows gains in gross 
and net, even when 350 miles were under 
water in flooded district. Excluding two 
big years 1910 and 1907, gross revenues were 
heavier than any April in Co.’s history, 
and net heaviest with one exception, 1907. 
The 45% of gain in gross being saved for 
net, is good enough in such a year, but 
road is operated with greater efficiency. 
The $1,304,000 increased business was car- 
ried at $945,000, or 5.5% lower traffic and 
transportation cost. In real sense, net 
was $2,294,000 better than last year. Co.’s 
available income for 10 mos. amounted to 
only $10,600,000, with which to meet fixed 
charges of $12,600,000. Deficit for year will 
be about $2,000,000. 


National Enameling.—*Treas. Steinhardt 
— business last 3 or 4 mos. particularly 
gerd If orders continue as at present, 
irectors in Aug. will probably declare divi- 
dend on the common. Co. will change 
fiscal year, now ending June 30, to corre- 
spond with calendar year. Dividends on 
pid. have been declared up to and includ- 
ing June 30 of this year. Directors also 
declared a further dividend for last 6 mos. 
of year at rate of 7%, payable in two 
uarterly instalments of 1%% Sept. 30 and 

ec. 31, 1912, to bring dividend within 
operation of changed period. 


National Lead—tCo. has $24,367,600 
7% cumulative pfd. stock. This may be 
retired at option of company at not less 
than par on 30 days’ notice. Retirement 
of pfd. would benefit holders of common. 
Co. could replace pfd. stock with 5% Ist 
mortgage bonds, and save over 2% on 
common. It is rumored that retirement 
is now contemplated, but confirmation is 
lacking. 


N. Y. Air Brake.—*With business 100% 
better than year ago, Co. will make up 
deficit of last year of $400,000 after divi- 
dends, and earn something additional on 
stock before resuming dividends. Co. has 
$10,000,000 stock, and paid no dividends 
since July 28, 1911. In calendar year 1911, 
Co.’s fiscal year, 444% was paid, in’ 1910 
3%, and nothing from 1907 to July, 1910. 
Abandonment of patent litigation under 
way between Co. and Westinghouse Air 
Brake. If compromise is effected, large 
saving in expenses for both would result. 
Co.’s legal expenses are $150,000 yearly, 
equal to 1%4% on capital stock. Settlement 
would mean greater prosperity for both. 
Sharp advance in Co.’s stock attributed to 
prospective settlement. 


N. Y. Central—*Harlem stock sold at 
400, while N. Y. Cent.’s standing offer is 
350. Central owns outright 118,000 of the 
200,000 shares. At annual meeting it voted 
these, and 14,000 additional. Assuming 
Central owns 132,000 shares, minority is 
68,000 shares. At recent price of 400, 
equivalent to $200 per $50 share, apply to 
entire minority, Central would pay $1,700,- 
000 over formal offer, making total cost 
$36,700,000, instead of $35,000,000. It is 
not supposed management will balk at two 
or three millions additional. Cen. is as 
well off as tenant on Harlem’s ground as 
owner. But to utilize valuable “air rights” 
over terminal, Cen. must be landlord. 


N. Y., New Haven & Hart.—* From state- 
ment for first three-quarters of 1912 fiscal 
year, it is possible to approximate results 
for year ended June 30, 1912. Indications 
are gross for first time in history of road 
will exceed $64,000,000, total operating ex- 
penses will be $41,510,204, an increase of 
about $611,572 over previous fiscal period, 
and total net, including income from other 
sources, will be about $33,121,396. Esti- 
mating fixed charges and taxes at $20,689,- 
850, which is conservative, Co.’s balance 
for dividends would be $12,431, 546, which 
falls short of 8% dividend requirement by 
$23,306. Last year full 8% dividend was 
unearned by $1,267,539. Defeat of New 
Haven-Boston & Maine merger bill in Sen- 
ate does not surprise those in close touch 
with affairs. 


N. Y., Ontario & Western.—*For current 
year to end of June, it is doubtful if Co 
will earn over 1% on stock. Suspension 
of coal mining responsible in large part. 
Net surplus after charges for 10 mos. $474,- 
641, compared with 1,988 against April 
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THE INVESTMENT DIGEST. 


Earnings since 1907 declined 


year ago. 
to 1.96%, and now 


steadily from 2.85% 
about 1%. 


N. Y. Railways.—Co. files 
Jan. (ist mos: operation). Total street 
railway operating revenue for the mo. 
$1,083,669; net earnings after taxes, $287,- 
729; other income, $31,520; total income, 
$319,249. Revenue passengers 20,750,869. 
Co. received $1,800,000 from sale of car 
barn on 4th ave. and 32nd st., property too 
valuable for car barns. (This Co. succeeds 
3rd Ave. R. R.) 


Northern Pacific.—*April statement 
shows increase of only $82,832 net earnings 
before taxes over April last, but was better 
than officials expected. System is in ex- 
cellent shape throughout. May business 
runs about on par with year ago. There 
should be improvement in lumber business, 
which constitutes about 30% of N. P.’s total 
freight traffic. (See Hill Roads.) 


Pacific Mail——*Co. reports for year to 
April 30 last. Nov. 1, 1911, Co. purchased 
steamers for $4,212,784, for which notes 
were issued. Compared with preceding 
year, receipts from operation of steamers 
increased $390,031; rents and other collec- 
tions at agencies decreased $85,309; and 
receipts from all other sources increased 
$10,641, making net increase $315,363. After 
usual charges for depreciation and general 
extraordinary repairs of steamers of 
$452,105, year’s operations result in deficit 
of $9,082, against $199,276 for last year. 
Cash on hand April 30, 1912, $265,735, and 
current cash assets largely exceed liabili- 
ties. 


Pennsylvania & “Panhandle.” — *The 
Pitts., Cin., Chic. & St. L.. known as “Pan- 
handle,” is owned by Penn. R. R., but 
vested in Penn. Co., and annual report 
shows Panhandle stock was $37,173,110 
common, and $27,475,950 pfd., or total of 

649,060, Penn. Co. owned $23,390,000 
common, and $22,462,200 pfd, a total of 
$45,852,500. In 1911, Penn. Co. increased 
common holdings $1,481,000, and decreased 
pfd. $8,500. Proportion of control in Pan- 
handle is greater than in any other im- 
portant subsidiary. 


Peoples Gas.—jLast annual _ report 
showed balance equivalent to $8.92 per 
share, against $9.01 in previous year, and as 
of Dec. 31 last, working capital, excluding 
materials, was about $3,500,000, which in- 
cluded cash on hand $3,475,000.—*Very 
close to 10% will be earned on the $35,000,- 
000 stock this year. Public Service Co. of 
Northern Ill. has made final payment of 
$5,000,000 for 50,000 shares of Northwestern 
Gas stock at $200 per share, purchased from 
Peoples Gas interests. 


Pere Marquette.—*Danger of forced fore- 
closure averted by granting authority to 
issue $3,500,000 receiver’s certificates to go 
into property, excepting interest on bonds 
and interest falling due this year. More 


report for 
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than half of receiver's certificates, about 
$1,800,000, will be devoted to payment of 
interest on underlying bonds. Remaining 
$1,700,000 used for improvement. 


Pittsburgh Coal.—*Interests in close 
touch with Co. say that “in near future” 
Co. will pay off accrued dividends on pfd. 
stock and retire whole of pfd. issue at 120. 
Outstanding pfd. is $27,071,800, on which 
is due about 37% or $10,000,000 accumu- 
lated dividends. Plan, it is said, is to issue 
5% debenture bonds. This involves in- 
crease in bonded indebtedness of about 
$42,500,000, and on 5% basis would increase 
annual charges $2,125,000. First 3 mos. 
last year Co. showed a deficit of $112,000 
This year there was net surplus of $500,000. 
Proposed retirement of pfd. at 120 is on 
basis that pfd. shareholders be willing to 
sell their 7% cumulative pfd., and dividends 
of 37%, for 137 in 5% bonds, which should 
be worth 90, and give value of above 120 
for Pittsburgh Coal pfd. now selling at 
about 92. 


Reading.—*Directors at June meeting 
will be compelled, under provisions in pfd. 
stock certificates, to provide full dividend 
of 4% on each class, to be paid during year 
to June 30, 1913, from earnings of year end- 
ing June 30, 1912. Until this provision is 
made, no dividends can be paid on common 
stock. Dividends on two classes of pfd. 
requires $2,800,000, and for general mort- 
gage sinking fund about $500,000 per year. 
A 6% annual dividend on common means 
$4,200,000, making total annual requirement 
$7,500,000. Reading Co. for 9 mos. shows 
surplus of $7,988,456, an excess of $488,456 
over dividend and general sinking fund re- 
quirements. The position, while safe as re- 
gards dividend rate on common, warrants 
no immediate expectation of increased rate 
in next fiscal year. 


Republic Iron & Steel.—*Co. completes 
second half of 1911-12 fiscal year June 30. 
Indications are Co. will show net for year 
about $2,600,000, which after fixed charges 
and depreciation, leaves equal to about 
5%% on pfd. for year. Co. makes excel- 
lent showing, mills operated at 80% to 
full capacity since July 1, 1911. Unfilled 
orders June 30, 1911, amounted to 481,425 
tons finished and unfinished steel, and 102,- 
077 tons pig iron. Orders on books at end 
of current fiscal year expected to show fur- 
ther increase. 


Seaboard Air Line.—*Present manage- 
ment credited with intention to put the 
$23,894,100 pfd. stock upon a 4% basis, pos- 
sibly at end of 6 mos. Last year road 
earned more than 7% on this stock, not 
including $100,000 to $200,000 profits of 
water lines. May gross was indifferent, but 
between July 1 and May 15 gain was $1,010,- 
300, or better than 5%. Receiver showed 
substantial earnings on stock. First year 
after reorganization to June 30, 1911, road 
not only earned full 5% interest on income 
bonds, but surplus of $1,707,900 additional. 
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The $23,894,100 pfd. is entitled to 4%, and 
after the $37,019,400 common is receiving 
4%, pid. gets another 2%. me gn 


‘»Sears-Roebuck.—*Interests close to»Co. 
look for gross business aggregating . 
000,000 to $85,000,000. .Co. now. gaining 
20% in gross sales. The present plan is to 
give a 25% stock dividend, increasing capi- 
tal from $40,000,000 to $50,000,000. 


Southern Pacific—(See Harriman Lines.) 


Southern Railway.—*Monthly increase 
biggest for past two years. .Gross for 10 
mos. substantially larger than last year, 
and operating income also larger. Pfd. 
stock, a 5% non-cumulative issue, now pays 
4%, and sells on 5.3% basis. Earnings bet- 
ter than 11.12% shown last year, while 
common stock earned about 3.01% in 10 
mos., against 3.06% for previous full fiscal 
year. 


St. Louis & San Fran.—*Ten mos. fig- 
ures and present outlook indicate surplus 
for dividends about $500,000 to $800,000 be- 
low last year. A ’Frisco. interest says, “We 
are thankful situation is no worse. We 
survived one of the severest winters, with 
snow at one end, coal strike in middle, 
and floods at other end.” Co.’s earnings 
virtually depend on June results, on Chic. 
& Eastern Ill. dividends, and upon adjust- 
ments. Falling off in Chic. & Eastern III. 
net after taxes, amounting to $486,000 in 
10 mos., may cause that Co. to show about 
5% on common, after 6% on pfd. Smaller 
earnings in 1912 mean less for 'Frisco. 
Gain in June may allow ’Frisco $1,000,000 
for dividends. ’Frisco pays dividends only 
upon Ist pfd. calling for $199,742. Co.'s 
final surplus is expected to be under 


’ , 


St. Louis Southwestern.—*The $7,500,000 
new Ist terminal 5% bonds, dated Jan. 1, 
1912, due 1952, were recently sold to a 
syndicate. Pres. Britton says, in opinion 
of management surplus for present year, 
after payment of all fixed charges, will 
amount to about $1,700,000. Purchase of 
new terminals at $2,250,000, from proceeds 
of new bond sale, Pres. Britton says, “will 
be of great value. Physical condition of 
property excellent,” and Co. has larger 
amount of freight cars, per mile of road, 
than any other in territory. Last year Co. 
earned for dividends $1,215,000; to close of 
Mar., present year, $1,551,000. 


_ Texas Co.--}+Decline in net in fiscal year 
ended June 30 last requiring reduction in 
dividends from 10% to 5% was due to lower 
prices for oil products. Predictions are 
that earnings will soon show gains over 
best previous records. Co. has $27,000,000 
stock outstanding of authorized issue of 
50,000,000. In last fiscal year balance 
equivalent to 10.01% was earned. 


Texas & Pacific—*Mr. Freeman esti- 


mates property’s needs at $6,000,000, to be 
expended annually for 3 yrs. 


Co. charged 
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$8,092,000 to earnings for improvements and 
extensions, which, less depreciation, repre- 
sents-all new money which went into prop- 
erty in 7 years. This explains why stock 
sells for. 25¢. on the dollar: New capital 
was dénied; so it was’ cémpelled ‘to ccteate 
large’ fldating débt while paying iftereston 
income bonds, ‘to help Mo. Pacific pay that 
Co.’s dividends, and since these payments 
were suspended in 1908, devoted part of 
surplus towards liquidating $6,000,000 float- 
ing debt, and about $2,000,000 has been 
paid off. In 10 mos. to April 30, Co. earned 
$1,040,000 in excess of full fixed and mis- 
cellaneous charges. 


Tol., St. Louis & Western.—*In spite of 
Co. not receiving anything from holdings 
of Alton securities, indications are that Co. 
will close fiscal year better than predicted. 
Total income for 10 mos. was $605,926, 
while proportion of fixed charges was $816,- 
262, or $120,337 more than earned.  In- 
creased amount expended from earnings on 
roadbed and rolling stock, make physical 
condition of road best in history. With no 
increase in capacity, Co. will take care of 
25% to 30% more business. 


Underwood Typewriter.—*Earnings for 
quarter to Mar. 31 last, are s2id to be over 
$500,000, or nearly 24% on common stock. 
Net in 1911 applicable to common was 
nearly 11%. In Dec. 31, 1911, Co. had 
surplus, exclusive of special reserve ac- 


count, of $1,099,167. 


Union Bag & Paper.—jRecent activity, 
while reflecting increased business, is in- 
directly effect of sale of $750,000 5% bonds, 
which retired all floating debt, and aug- 
mented Co.’s working capital. For year 
ending Jan. 31, 1912, Co. reported net earn- 
ings $1,056,590, after heavy charges for 
new construction, depreciation, etc. or 
$815,355 after all charges, equivalent to full 
7% on $11,000,000 pfd. stock, with $45,000 
remaining. Co. accumulated a surplus 
around $2,000,000, with net current assets 
over $3,708,000, which is equitable working 
capital for Co.’s business. There are 18'%4% 
accumulated dividends on pfd. It is hoped 
to increase pfd. stock dividend from 4% to 
7% this year, gradualiy working off ac- 
cumulation. 


Union Pacific—(See Harriman Lines.) 


U. S. Rubber.—*Co. plans to give Ist pfd. 
stockholders right to subscribe at par for one 
share new pfd. for each 7% shares of present 
holdings. Second pfd. holders get same right 
of subscription as Ist pfd. and in addition 
have privilege of exchanging for new pfd. on 
basis of 100 of old shares for each 75 of new. 
Common holders get 1 share of new common 
for each 5 they now hold, and have subscrip- 
tion privilege to new pfd. at 1 for 7%4. This 
will give Co. $10,000,000 additional cash, bring- 
ing total outstanding stock to $87,500,000, of 
which $57,500,000 will be pfd. and $30,000,000 
common. If Co. pays dividends at rate of 
8% on new pfd. as it always did on Ist pfd. 











MINING STOCKS. 


issue, and 4% on common, as it did this year, 
it must earn after all fixed charges $5,800,000. 
In meee just ended it earned for dividends 
$5,376,000, so to earn full surplus for dividends 
this year, it will have to. earn its $10,000,000 
additional gapital yield or at least:$424,000 or 
4.24%->.:Stock Exchange received: notice of 
prvpeeed increase. from .$75,000,000 to $120,- 


U. S. Steel.—tBusiness continues in large 
volume, with orders averaging over 40,000 
tons daily. Production over greater part of 
May has been between 40,000 and 45,000 tons 
daily, or highest in Corp.’s history. Unfilled 
orders May 31 were 5,750,903 tons against 
5,664,885 on April 30." Unfilled tonnage now at 
highest since Dec. 31, 1909. Net earnings for 
the quarter are expected to be about $24,500,- 
000, an increase of $6,675,000 over first quarter. 


Wabash.—*Co. authorized and sold $11,- 
000,000 receiver’s certificates. Pres. Delano 
says $40,000,000 would place road in competi- 
tive position. It is assumed money secured 
will be from assessments. Receiver’s state- 
ment from Dec. 26, 1911, date receivership be- 
gan, to Mar. 31: gross $6,678,167; operating 
exp. $5,254,633; net opr. rev. $1,423,534; opr. 


163 


income after ded. taxes $1,268,568. Adding in- 
come from outside operations of $169,331 and 
deducting $609,477 for track rental, interest 
and discount, hire of equipment, etc., shows 
$768,422 applicable to interest on bonds: and 
recéiver’s certificates. . Interest _on> bonds, 
equipment obligations, and proportion of inter- 
est due on receiver's certificates, $875,391, 
means a deficit of $106,969, exclusive of in- 
terest on Ist refd. 4% bonds, and road’s 4%4% 
gold notes, both totaling $377,270. 


Westinghouse.— Operations for fiscal 
year to Mar. 31, last, shows nearly 6% earned 
on common, against 114% year previous. 
Directors expect to place stock on regular 
basis of 4% or 5% six mos. from date of ini- 
tial payment. April orders exceeded any 
month in last fiscal period. Feature of last 
annual report was current working and trade 
assets totaling nearly $33,000,000, with current 
liabilities trifle over $3,000,000, leaving work- 
ing balance about $30,000,000. Mar. 31, last, 
funded and floating debt totaled about $33,- 
600,000. Therefore, total current working and 
trading assets were almost sufficient to wipe 
out all outstanding debt of property. This 
excludes $24,300,000 of investments held by Co. 
Profit and loss surplus exceeded $6,600,000. 


Mining Stocks 


This section of the Investment Digest includes some of the more important properties, in 
regard to which authentic and trustworthy information has appeared during the month. 


Amalgamated-Anaconda.—*Dec. 31 Ana- 
conda reports excess cash assets $16,189,108 
but raise in price since should make Ana- 
conda’s working capital nearer $21,000,000. 
Amalgamated’s interest in Anaconda’s $21,- 
000,000 is therefore, $15,435,000, which the- 
oretically makes its own net surplus about 
$12,000,000. Moreover, Amalgamated owns 
43,000 shares Int. Smelting & Ref. stock and 
154,000 shares Greene-Cananea, worth at go 
ing prices $6,915,000, which are part of Amal- 
gamated’s cash assets as they were acquired 
for cash during past two years. Including 
both items Amalgamated’s cash resources over 
current liabilities would be $19,000,000. Hav- 
ing secured every share of United Metal 
Selling Co. it becomes a part of Amalgamated. 
Latter is now not alone a holding Co., but is 
largest single factor in copper-selling industry. 
Butte Coalition was dissolved and assets dis- 
tributed, Amalgamated receiving for 50,000 
shares, 26,000 shares in Anaconda Copper Min- 
ing Co. and $223,000 cash. Combined state- 
ments of Amalgamated and Anaconda, shows 
financial position of Butte copper properties 
controlled by Anaconda, Year ended Dec. 31, 


last, Anaconda current assets, including de- 
ferred assets $23,114,310 and current liabilities 
$6,925,201, leaving excess $16,189,109. Current 
assets of Amalgamated and Anaconda com- 
bined, based on two last annual reports were, 
$38,795,867, current liabilities $13,478,705, leav- 
ing excess $28,317,162. Anaconda, it is safe to 
assume, added to surplus $3,000,000 within last 
five mos., making combined assets nearly $42,- 
000,000 and excess assets over liabilities nearly 
$31,500,000. On basis of 17%c. copper and a 
cost of 9c. per Ib. Anaconda is earning $23,- 
000,000 or more yearly. News of prospective 
increase in next dividend payable July 17, on 
which directors take action late June. Ana- 
conda in past a liberal dividend payer. In 1906 
paid $4.87% per share, and in 1907 paid $6.50 
per share when copper sold up to cts. 


Calumet & Hecla.—*Co.’s report for year 
to Dec. 31, shows fiscal year changed to cor- 
respond with calender year. During 8 mos. 
Co. produced 49,680,727 Ibs. copper. Balance 
sheet as of Dec. 31, 1911, shows: P. & L. sur- 
plus $11,263,107, increase over 1911 $2,686,251. 
Directors voted to retire $1,000,000 10-yr. notes 
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Sept. 1, next. Retirement of notes is in addi- 
tion to $1,700,000 5% 3-yr. notes due and paid 
Mar. 1, last. There will then be outstanding 
$5,819,000 callable at 102. Increase in dividend 
rate to $10 follows a $2 increase made previous 
uarter, when $8 was declared against $6 in 
. 1911. In 1911 $24 was paid, $6 each 
quarter. Should present increase maintain 
remainder of year, total for 1912 would be 
Co. is accustomed to change dividend 

rate to suit conditions, 


Chino Copper.—jFirst quarter of 1912, 
with but two of five mills in commission, Co. 
reports output 160,400 tens yielding 3,271,980 
Ibs. Net average cost of production 7.68c. per 
Ib. Net earnings from milling alone, based on 
13.85c., were $198,871. Towards end of quar- 
ter quality of ore improved rapidly. With sec- 
tions in full operation more than 1,000 tons 
per section treated daily, assuring to mill when 
in full operation more than 5,000 tons. 


Goldfield Consol—*Cut in dividend from 
50 to 30 cents quarterly, reflects steady decline 
in om for over year, April earnings being 
half those of year ago. Omitting extra div- 
idend relieves Co. of heavy burden and re- 
duces annual disbursement to about $4,270,000, 
which calls for earnings of around $356,000 
monthly against $392,056 last month. 


Greene-Cananea.—}Co.’s output for May, 
estimated between 5,000,000 and 6,000,000, is 
fully 1,000,000 Ibs. better than April. Increased 
dividends on Greene-Cananea shares antici- 
pated; earnings now $1.50 per share. Annual 
report soon to be issued will show net quick 
assets over $3,000,000. Last dividend of 25c. 
per share, a semi-annual disbursement, was 
paid Mar. Ist. 


Granby Consol.—*Belated returns show 
production 1,941,797 Ibs. copper in April, heav- 
lest for over a year. Silver yield likewise 
heavy at 31,281 ounces. Gold recovery 4,619 
ounces, against 4,912 in Mar. 1911. Basing 
operation on average of 15.7c. for copper and 
a continuance of a 10c. cost, Granby’s net for 
April would appear to approximate $110,682. 


Inspiration Consol.—jfStock now listed 
on N. Y. Stock Exch. Co. located in Arizona 
and aggregates 972 acres. In addition there 
are 160 acres ranch lands with water rights 
and also options on large tracts of land for a 
mill. Arizona Eastern R. R. extension within 
one mile of main tunnel. Over 7% miles un- 
derground development complete, which ex- 
poses main ore body for 3,500 ft. and a width 
of 1,600 ft. Ore reserves estimated: developed 
42,050,000 tons, averaging 2.01% copper; par- 
tially developed, 2,950,000 tons, averaging 
1.85% ; making a total 45,000,000 tons, aver- 
aging 2.00%. Balance sheet Mar. 31, 1912: 


accounts receivable principally from install- 
ments due on bonds, $4,244 964; cash in banks, 
$2,158,605. Estimated on 700 ton basis, pro- 
duction would be 75,000,000 Ibs. per an. Cost 
of production placed at 8c. per Ib. Based on 
all bonds converted, earnings on 17c. copper 
would be $7 per share, 





Ray Consol.—tIn first quarter of present 
year Co. produced 301,674 tons of average 
1.7146% copper yielding 7,122,943 Ibs. at aver- 
age of 10.19c. Net profits $358,625. Prelim- 
inary figures for April indicate production of 
117,000 tons and output 2,650,000 Ibs. copper. 
—*Report says, under offer of exchange of 
stock made to Ray Central Copper Mining Co., 
Ray Consol. receives more than 1,880,000 
shares of a total 1,900,000 shares of Ray Cen- 
tral stock and it is intended to acquire at 
once physical properties of that Co. 


Tennessee Copper.—fCo. now earns 
$100,000 monthly, or $6 per share, justifying 
dividends of $4 a year.. 1911 showed only 
$407,049, due to low price of copper during 
year, and fire in acid plant, with complete 
cessation for a mo., and impairing efficiency 
for two mos. Acid production now runs 
200,000 tons yearly. Total copper produc- 
tion 13,808, Ibs. at cost of 9%c. Co. may 
defer dividend, in which event extra dis- 
bursement will probably be made this sum- 
mer. Directors think it advisable to dis- 
burse earnings in dividends as accrued, al- 
though point is undecided. From results 
this year, after allowing depreciation 
charges, and retirement of $150,000 of 
bonds, net profits are estimated between 
$900,000 and $1,000,000. Directors meet 
July 20. 


Utah Copper-Nevada Consol.—jIncrease 
of more than 900,000 Ibs. in gross production 
of Utah Copper for April represents at pres- 
ent prices, and cost of 7%c. per Ib., additional 
earnings of $930,000 per an. April production 
of 9,069,237 Ibs. or about 109,000,000 Ibs. per 
an. means a net production at rate of 103,000,- 
000 Ibs. per an. and an increase of 10,500,000 
Ibs. over 1911. Nevada Cons. controlled by 
Utah, from which it receives dividends of fully 
$1,500,000 per an., is now turning out copper 
at rate of 70,000,000 Ibs. per an. against ap- 
proximately 63,000,000 for 1911. Estimating 
copper at 16%c. and allowing dividends from 
Nevada Cons., Utah Copper’s net output is 
about $6.70 per share. Utah should show 
steady increase in production from its Bing- 
ham Canon mines until capacity of 20,000 tons 
per day is reached. Production now expected 
to be averaging 140,000,000 Ibs. per an.,. which 
at 16%c. copper and dividends from Nevada 
Cons. would approximate $8.75 per share. 


Copper Notes.—?fCopper Producers’ 
statement shows decrease of 15,450,386 Ibs., 
bringing stocks June 1 down to 49,650,643 Ibs. 
Latter represents reduction in U. S. surplus 
of more than 116,000,000 Ibs. with figure of 
June 1, 1911 approximately 166,000,000 Ibs 
8 copper Cos. increase dividend rates this year. 
In addition, 2 made initial disbursements, and 
3 increased rates twice.—*First four mos. of 
1912 England, France, and others, including 
Germany (latter for first three mos.) con- 
sumed 265,914,680 Ibs., an increase over 1911 
of 39,733,000 Ibs. or 17%%. Increase over 
1910 was 67,000,000 Ibs. or 33%4%.%. 
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The Psychology of the Stock Market 


Vili—The Mental Attitude of the Individual. 
By G. C. SELDEN. 


N previous chapters we have seen 
that many, if not most, of the ec- 
centricities of speculative markets, 

commonly charged to manipulation, 
are in fact due to the peculiar psycholog- 
ical conditions which surround such 
markets. Especially, and more than all 
else together, these erratic fluctuations 
are the result of the efforts of traders 
to operate, not on the basis of facts, 
nor on their own judgment as to the 
effect of facts on prices, but on what 
they believe will be the probable effect 
of facts or rumors on the minds of 
other traders. This mental attitude 
opens up a broad field of conjecture, 
which is not limited by any definite 
boundaries of fact or common sense. 

Yet it would be foolish to assert that 
assuming a position in the market 
based on what others will do is a wrong 
attitude. It is confusing to the uniniti- 
ated, and first efforts to work on such 
a plan are almost certain to be disas- 
trous; but for the experienced it be- 
comes a successful, though of course 
never a certain, method. A child’s first 
efforts to use a sharp tool are likely to 
result in bloodshed, but the same tool 
may trace an exquisite carving in the 
hands of an expert. 

What, then, should be the mental at- 
titude of the intelligent buyer and 
seller of securities? 

The “long pull” investor, buying out- 
right for cash and holding for a liberal 
profit, need only consider this matter 
enough to guard against becoming con- 
fused by the vagaries of public senti- 
ment or by his own inverted reasoning 
processes. He will get the best results 
by keeping his eye single to two things: 


Facts and Prices. The current rate of 
interest, the earning power of the cor- 
porations whose stocks he buys, the 
development of political conditions as 
affecting invested capital, and the re- 
lation of current prices to the situation 
as shown by these three factors—these 
constitute the most important food for 
his mind to work upon. 

When he finds himself wandering off 
into a consideration of what “They” 
will do next, or what effect such and 
such events may have on the sentiment 
of speculators, he cannot do better 
than to bring himself up with a short 
turn and sternly bid himself “Back to 
common sense.” 

For the more active trader the situa- 
tion is different. He need not be en- 
tirely unregardful of values or funda- 
mental conditions, but his prime object 
is to “go with the tide.” That means 
basing his operations to a great extent 
on what others will think and do. His 
own mental attitute, then, is a most im- 
portant part of his equipment for 
success. 

First, the trader must be a reasoning 
optimist. A more horrible fate can 
scarcely be imagined than the shallow 
pessimism of many market habitués, 
whose minds, incapable of grasping the 
larger forces beneath the movements 
of prices, take refuge in a cynical dis- 
belief in pretty much everything that 
makes life worth living. 

Owing to the nature of the business, 
however, this optimism must be of a 
somewhat different character from that 
which brings success in other lines. As 
a general thing optimism includes the 
persistent nourishing of hope, an ag- 
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gressive confidence, the certainty that 
you are right, a firm determination to 
accomplish your end. But you cannot 
make the stock market move your way 
by believing that it will do so. Here 
is One case, at any rate, where New 
Thought methods cannot be directly 
applied. 

In the market you are nothing but 
a chip on the tide of events. Optimism, 
then, must consist in believing, not 
that the tide will continually flow your 
way, but that you will succeed in float- 
ing with the tide. Your optimism must 
be, in a sense, of the intellect, not of 
the will. An optimism based on deter- 
mination would, in this case, amount 
to stubbornness. 

Another quality that makes for suc- 
cess in nearly every line of business is 
enthusiasm. For this you have abso- 
lutely no use in the stock market. The 
moment you permit yourself to become 
enthusiastic, you are subordinating 
your reasoning powers to your beliefs 
or desires. 

Enthusiasm helps you influence other 
men’s minds, but in the market you do 
not desire to do this (unless you hap- 
pen to be a big bull leader). You wish 
to keep your mind as clear, cool and 
unruffled as the surface of a mountain 
lake on a calm day. Any emotion—en- 
thusiasm, fear, anger, depression—will 
only cloud the intellect. 

Doubtless it would be axiomatic to 
warn the trader against stubbornness. 
It cannot be assumed that any operator 
would consciously permit himself to 


become stubborn. The trouble arises. 


in drawing the line between, on the 
one hand, persistence, consistence, pur- 
suit of a definite plan until conditions 
change; and, on the other, stubborn ad- 
herence to a course of action which 
subsequent events have proved to be 
erroneous. 

A day in the country, with the mar- 
ket forgotten, or if necessarv forcibly 
ejected from the thoughts, will often 
enable the trader to return with a clari- 
fied mind, so that he can then intelligent- 
ly convict or acquit himself of the vice of 
stubbornness. Sometimes it may be- 


come necessary to close all commit- 
ments and remain out of the market 
for a few days. 
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One of the most common errors 
might be described as “getting a no- 
tion.” This is due to the failure or in- 
ability of the trader to take a broad 
view of the entire situation, Some 
particular point in the complex condi- 
tions which usually control prices, ap- 
peals to him strongly and impresses 
him as certain to have its effect on the 
market. He acts on this single idea 
The idea may be all right, but other 
counterbalancing factors may prevent 
it from having its natural effect. 

You encounter these “notions” every 
day in the Street. You meet a highly 
conservative individual and ask him 
what he thinks of the situation. “I am 
alarmed at the rapid spread of radical 
sentiment,” he replies. “How can we 
expect capital to branch out into new 
enterprises when the profits may be 
swept away at any moment by social- 
istic legislation?” 

You say mildly that the crops are 
good, the banking situation sound, bus- 
iness active, etc. But all this produces 
no impression upon him. He has sold 
all his stocks and has his money in the 
banks. (He is also short a consider- 
able line, but he doesn’t tell you this). 
He will not buy again until the public 
becomes “sane.” 

The next man you talk with says: 
“We cannot have much decline with 
the present good crop prospect. Crops 
lie at the basis of everything. With 
nine billions of new wealth coming out 
of the ground and flowing into the 
channels of trade, we are bound to 
have prosperous conditions for some 
time to come.” 

You speak of radicalism, adverse leg- 
islation, high cost of living, etc.; but 
he thinks these are relatively unim- 
portant compared with that $9,000,- 
000,000 of new wealth. Of course, he 
is long of stocks. 

“To make the worse appear the bet- 
ter reason,” said Mr. Socrates, some 
little time ago. It is too bad we can’t 
have ‘Socrates’ comments on Wall 
Street. The Socratic method applied 
to the average speculator would pro- 
duce amusing results. 

Beware of saying, “This is the most 
important factor in the situation,” un- 
less the action of the market shows 
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that others agree with you. Every 
human mind has its own peculiarities, 
sO presumably yours has, though you 
can’t see them plainly; but the stock 
market is the meeting of many minds, 
having every imaginable peculiarity. 
However important ‘some single factor 
in the situation may appear to you, it 
is not going to control the movement 
of prices regardless of everything else. 

An exaggerated example of “getting 
a notion” is seen in the so-called 
“hunch.” This term appears to mean, 
when it means anything, a sort of sud- 
den welling up of instinct so strong as 
to induce the trader to follow it regard- 
less of reason. In many cases, the 
“hunch” is nothing more than a strong 
impulse. 

Almost any business man will say 
at times, “I have a feeling that we 
ought not to do this,” or “Somehow I 
don’t like that proposition,” without 
being able to explain clearly the 
grounds for his opposition. Likewise the 
“hunch” of a man who has watched 
the stock market for half a lifetime 
may not be without value. In such a 
case it doubtless represents an accu- 
mulation of small indications, each so 
trifling or so evasive that the trader 
cannot clearly marshal and _ review 
them even in his own mind. 

Only the experienced trader is en- 
titled to a “hunch.” The novice, or the 
man who is not closely in touch with 
technical conditions, is merely making 
an unusual ass of himself when he 
talks about a “hunch.” 

The successful trader. gradually 
learns to study his own psychological 
characteristics and allow to some ex- 
tent for his customary errors of judg- 
ment. If he finds that he is generally 
too hasty in reaching a conclusion, he 
learns to wait and reflect further. 
After making his decision, he with- 
draws it and lays it up on a shelf to 
ripen. He makes only a part of his full 
commitment at the moment when he 
feels most confident, holding the re- 
mainder in reserve. 
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If he finds that he is usually over- 
cautious, he eventually learns to be a 
little more daring, to buy a part of his 
line while his mind is still partially en- 
veloped in the mists of doubt. 

Most of the practical suggestions 
which can be offered are necessarily of 
a somewhat negative character. We 
can point out the errors to be avoided 
much more successfully than we can 
lay out a course of positive action. But 
the following summary may be useful 
to the active trader: 

(1) Your main purpose must be to 
keep the mind clear and well balanced. 
Hence, do not act hastily on apparently 
sensational information; do not trade 
so heavily as to become anxious; and 
do not permit yourself to be influenced 
by your position in the market. 

(2) Act on your own judgment, or 
else act absolutely and entirely on the 
judgment of another, regardless of 
your Own opinion. “Too many cooks 
spoil the broth.” 

(3) When in doubt, keep out of the 
market. Delays cost less than losses. 

(4) Endeavor to catch the trend of 
sentiment. Even if this should be tem- 
porarily against fundamental condi- 
tions, it is nevertheless unprofitable to 
oppose it. - 

(5) The greatest fault cf ninety-nine 
out of one hundred active traders is 
being bullish at high prices and bear- 
ish at low prices. Therefore, refuse to 
follow the market beyond what you 
consider a reasonable climax, no mat- 
ter how large the possible profits that 
you may appear to be losing by inac- 
tion. ; 

The field covered by these chapters 
is to a great extent new. As it be- 
comes more thoroughly cultivated, it 
may be possible to speak with more 
scientific definiteness. In the mean- 


time, the author hopes that his com- 
ments and suggestions may be of some 
service in helping readers to avoid un- 
wise risks and to apply sound prin- 
ciples of analysis to the investment or 
speculative situation. 











Opening Prices 
Does It Pay to Limit Orders Placed at the. Opening? 


DITOR of THe Macazine or WALL 
STREET : 

When a man decides overnight to 
close a trade, and possibly to reverse 
his position in the market, is it advisable for 
him to instruct his broker to buy or sell “at 
the market” on the opening? 

An analysis of the following stocks from 
April 4, 1912, to May 25 inclusive, or 44 Ex- 
change days, is shown in the table herewith. 

The percentage appears to be very much 


you will effect a saving? No one can expect 
to buy at the lowest or sell at the highest, 
except occasionally. All you can hope to do 
is to get a piece out of the middle of a move- 
ment. 

Think back over your experience, and you 
will readily recall many instances when you 
have missed a move of 5 or 10 points owing to 
your placed and limited order a fraction away 
from the market price, in accordance with the 
idea of saving that %, 4 or Y%. 





aera... o-—emeane o———— BU YING 

Opening was Went higher Opening was Went lower 

highest price. than opening lowest price. than opening. 

No. of Days. No. of Days. No. of Days. No. of Days. 
Union 5 39 5 39 
EE ee 3 41 7 37 
Reading ......... 3 41 9 35 
. Sy BAe 12 32 9 35 
Ee a 6 38 10 34 
Smelters ........ 7 37 8 36 


in favor of the trader’s waiting to get a bet- 
ter price than the opening, whether he is 
buying or selling. How much more should he 
wait for than the opening price? Possibly 
the condition of the market, its activity and 
volume at the time, is the single answer that 
can be made to the inquiry. 

It should be borne in mind that many of 
the highs and lows are on single transactions 
by room traders, with quick advances or de- 
clines, but, of course, the odd lot trader 
would get his price if it was made on these 
rapid moves, provided his order was placed 
in advance, because the odd lots specialists 
would take it if the price went an eight be- 
yond the trader’s limit. 

In your extended experience in the Street 
you have doubtless arrived at a conclusion 
on this question. O. Lots. 

[Ed. Note.] 

The lesson to be drawn from your analysis 
seems to be this: When you want to buy, it 
is best to buy at the opening price, because 
you do not know that the stock will go lower, 
nor how much. Assuming that you have rea- 
son to believe that it is time to buy, is it 
worth while for you to risk losing your op- 
portunity in order to save % or ‘%, or even 
one point, unless you are fairly certain that 


Your table shows that four times out of 
five, these six stocks, during the period men- 
tioned, went both higher and lower than the 
opening price; but you have no means of de- 
termining when this will occur, and as fre- 
quently happens, your stock may not do what 
you want it to at that particular time. 


To repeat an illustration which we have 
frequently used: “If you want to go to Chi- 
cago, you must get aboard the train. . It will 


do you no good to stand on the platform and 
see it pull out of the station.” 

The most satisfactory plan in the long run 
is to buy at least part of what you want at 
the market when you come to a decision that 
it is time to buy. Then if the market goes 
against you two or three points, you are in 
a position to average. This plen is followed 
in our Trend Letters. To be sure, we may 
not have an opportunity for averaging, but we 
safeguard ourselves against a_ three-point 
fluctuation by going in for a half-quantity at 
the market and averaging three points away. 

Many people have difficulty in coming to a 
conclusion as to the market, but more have 
trouble in acting upon their decisions. We 
are putting it mildly when we say that most 
people get left on the big moves, because they 
do not have the courage of their convictions. 
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Notes on Office Trading 


IV—The Unit of Trading and Its Management 


ANY traders possess good judg- 
ment in deciding what commit- 
ments to make, and handle them 

well, technically, but pay little or no 
attention to the important point of the 
number of shares to be taken, nor ap- 
preciate the vital importance of strict 
regularity in this regard. They treat 
each trade as if it stood alone, and fail 
to regard it in its true light as part of a 
continuous series of similar transactions. 

The outcome of any particular trade 
of a series cannot be foretold. Numerous 
separate, incidental losses are inevitable, 
also runs of losses in succession. Still 
more important are those periods, of 
greater or less extent, during which, al- 
though the numerical proportion of 
losses to profits may not be materially 
above the usual ratio, the average size 
of the profits will be below the average 
size of the losses, and in consequence the 
profit and loss balance will become more 
or less seriously impaired. 

In an extended series of trades there 
is more or less uniformity as to the in- 
cidence of these conditions, and they 
must be taken into account and provided 
for, systematically. 

In order to trade to the best advantage 
a trader must adjust his operations so as 
to conform to certain inevitable limita- 
tions : 

1. He must not overtrade, otherwise 
he cannot continue trading on the same 
scale after experiencing a considerable 
setback. 

2. He must not, on the other hand, 


overcapitalize, or he will make an un- 


necessarily small percentage on his 
capital. Having passed through a more 
or less prolonged apprenticeship, he will 
have expended considerable time and 
money in unmethodical, experimental 
trading, and it is of the greatest import- 
ance that he make the best possible use 
of his remaining time and capital. 

He should, consequently, calculate his 
maximum probable liability to impair- 
ment of resources so that he can in- 


telligently decide upon the most profit- 
able size of his normal “unit of trading.” 
To take too many shares per trade is 
overtrading, to take too few is over- 
capitalization. There is a certain best 
proportion between available funds and 
number of shares per trade in each case. 

At first sight this might seem not to 
admit of anything beyond a rough guess 
within very wide limits. As a matter of 
fact, however, it is possible to make a 
fairly close estimate, provided a trader 
is operating methodically and continu- 
ously. By the time such a trader has 
accumulated records covering at least one 
year’s operations he can use them in suchi 
a way as to arrive at an idea of his 
maximum probable risk, and thence de- 
duce the proper size of his unit of trad- 
ing. At first he will be obliged to make 
allowance for insufficiency of data, but 
each succeeding season will give him ad- 
ditional records, and he will be able to 
calculate more and more closely and with 
greater reason for confidence in his 
deductions. 

I will describe my own way of doing 
this in some detail, so as to illustrate the 
method employed. I will also explain 
how I employ a variable unit of trading 
in certain cases. This latter idea would 
doubtless require modification in detail 
when used by other traders, but I have 
regulated my own operations by it for 
enough years to feel confident that it is 
correct in principle. I have found it 
decidedly profitable in practice. 

Before I can decide upon the normal 
unit of trading with which to commence 
a season’s work I must assign a certain 
sum to my stock trading business as 
capital, and it must be only such money 
as can be kept in the business for the 
whole season, if necessary. This is a 
vital point, as all subsequent operations 
are adjusted to it, and it is the only way 
of ensuring that I will be able to trade to 
my proper limit when the harvest time 
arrives, which may be, and sometimes 
will be, in the latter part of the season. 
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The next step is the ascertaining of» 


the maximum probable risk, which can 
only be done by reference to records. of 
actual experience in former:seasons, I 
keep a running profit and loss record in 
the following form: 


Trade Aggregate 
No. Profit Loss Proht Loss Deficit 
63 ‘v4 cake 27% 
64 saad % 27% 
65 eee % 26 éce0 1” 
66 1% eves 27% oo8s “4 
67 seen 13s 26 sane 23 
68 Se'ee 1 25 ever 2 
69 4% eeoe 29% eeee ence 
70 2% wide 31% piee evkie 
71 ebee 1% 30% odes 1% 


These are my actual figures from Jan- 
uary 1, 1912, to date (this is written 
January 27), and show very well what I 
spoke of, about a period during which the 
profits average less than the losses. I 
call the impairment of the profit and loss 
balance a “deficit.” 

Trade 63 established a new high mark 
for the season, and it is therefore under- 
scored. The succeeding changes up to 
trade 68 result in varying amounts of 
deficit which is wiped out by trade 69, 
establishing a new high mark. The 25% 
point deficit is not underscored because 
it is not the highest deficit of the season. 

This particular extract from my 
record commences at a point where a 
profit-balance had been established; but 
trade 63 might have been the beginning 
of the season, in which case there would 
have been 2% points impairment of 
actual capital at trade 68. 

I ought to explain that trades 66 and 
69 were each in increased units (1% 
units each) and the profit on the trades 
was % point and 3 point respectively ; 
but the results have to be entered in the 
record as if made on the normal unit. (I 
omit the “No. of shares” column, to save 
space. ) : 

I summarize this record every season 
in the form given in the appended large 
table, which shows my results for the 
past eight seasons. 

Note the following points: 

1. Consecutive losses up to three in 
number are comparatively common; be- 
yond that, quite rare. 

2. The largest deficit made was 14% 
points. : 


OF WALL STREET. 


3. The longest run of consecutive 
losses experienced was eleven, excep- 
tionally. Seven such losses is the prac- 
tical maximum. 

The detailed record. shows the. follow- 
ing additional facts: 

4. The average size of consecutive 
losses above three in number was almost 
always less than the average size of three 
or less, and in general the average size 
of losses in a run tends to diminish in 
proportion to the length of the run. 

5. In three of the eight years a deficit 
has been established at the beginning of 
the season, and consequently the capital 
has been impaired. 

In the season 1904-5 this impairment 
was 85 points. 

In the season 1908-9 this impairment 
was 6% points. 

In the season 1909-10 this impairment 
was 10% points. 

In two other seasons a slight initial de- 
ficit occurred, neither being over three 
points. 

6. On four occasions an “accident” 
overnight has caught me, once to the ex- 
tent of 57% points. 

7. On seventeen occasions I had to 
take a loss in excess of my regular stop 
(not counting the four “accidents”), the 
largest of which was 3% points, and the 
average of all seventeen was 2% points, 
nearly. Such a loss occurred four times 
in one season and three times in one 
other season, but not more than twice in 
any other single season. 

I have now mentioned all the bad 
things that have happened to me in the 
course of the eight seasons considered. 
Taking each class of happening at its 
worst, and adding together, we get: 


7 “regular” stops caught 
(at full two points).. 14 points. 
1 “accident” might cost an 
extra loss of......... 37 1 
4 excess losses (double 
average number) .... 2% “ 
5 ese eae 20% points. 


This is, I am confident, a sufficiently 
exaggerated estimate of my probable 
maximum risk of loss. It is in the 
highest degree unlikely, for instance, that 
seven consecutive losses, if and when 
they occurred, would cost the full two 
points each. The one case in which they 
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did occur (in 1904) cost 10 points. 
Secondly, it is almost ludicrous to 
suppose that all these different losses 
would occur together in a bunch, and at 
the’'very’ beginning of a season, and dip 
into capital to the extent of 20% points 
before any profit-money at all had ac- 
cumulated. 

It is, nevertheless, necessary to be pre- 
pared for a possiblé “first time,” and to 
err liberally on the safe side. I con- 
sequently allow 20 points for my “work- 
ing capital,” in addition to margin, as the 
basis on which to calculate the size of 
my “unit of trading.” Margin, of 
course, is not working capital, being 
merely a deposit with the broker. It has 
to be counted in, however, in settling the 
size of the unit of trading. 

The result is that, allowing 10 points 
margin, I must make my “unit of trad- 


ing” 10 shares for every $300 cash 
capital available at the beginning of the 
season. I consider that I am abundantly 
safe in working on this basis, because 
even if I do one day experience a deficit 
of more than 20 points, it is, for the 
reasons stated, hardly likely to come be- 
fore I have made any profit at all. Up 
to now the maximum impairment of 
actual capital has been 1034 points, al- 
though I have experienced a deficit of 
1434 points. However, it is of supreme 
importance to feel assured that I can 
keep right on trading, on the same scale, 
after encountering a setback, without ap- 
proaching the limit of my resources too 
closely. Stock trading requires un- 
limited nerve, but no nerves, and 
“nothing is so demoralizing as a sight of 
the bottom dollar.” 
(To be continued.) 


Changing Speculative Conditions 


Y study of the market reveals that 

M manipulation is being -prosecuted in a 

very different way from what it was 

ten years ago, and I doubt the possibility 
of ever producing another year like 1907. 

The law of “Supply and Demand” is, and 
always will be, the dominating influence on 
manipulation. Investment has been general 
and investors do not frighten easily. There- 
fore,.on drives at the market little stock 
comes out. That tends to curb the force of 
drives and the extent of bear moves. Ab- 
sence of large public speculation (by the mob) 
leaves no great incentive to bullish activity, 
and pools are ready to take moderate profits. 
This brings “supply” on top of moderate 
rallies. 

The effect of these two items is to prevent 
long moves and create extended narrow 
periods. The lesson we may draw is that 
speculation becomes safer. After every long 
reaction we may buy (and on scale down of 
three points between trades); after every 


long rise we may sell (on similar scale) and 
be pretty sure of making money if we use 
patience and judgment. 

The tendency of the market under modern 

conditions of contraction must be toward 
lower levels. Although this is a “bull coun- 
try” and much of it still undeveloped, the 
next twenty years will see conservatism grad- 
ually gain mastery. Removal of excited spec- 
ulation will cause settling to a conservative 
basis. 
My belief is that. 1906 saw the height of 
speculative prosperity, and that 1907 was the 
first plunge toward the bottom of definite con- 
servative foundation; that the average high 
prices of stocks made in 1906 will not be 
reached again in many years; that the gen- 
eral tendency toward conservative bottom 
will continue till 1918 or longer. This does 
not mean we will not have bull markets. We 
had them in 1909 and from July, 1910, till 
July, 1911. Nor does it mean we will have 
great bear markets, but such as that which 
began July, 1911.—Frank H. Tubbs. 





How They Trade 


= Sad following extracts were selected from a large number of communications 
in which traders, large and small, gave their experiences. 


I attribute my success to not overtrad- 
ing, having learned valuable lessons on a 
small capital. 





My margins are from 100 per cent. to 
not less than 20 per cent. in panics. 





Profits average from seven to ten points; 
losses two to four. I trade for the long 
trend only. 





My principal sins of omission and com- 
mission are overtrading and lack of 
patience. The latter has cost me more 
profits than all other errors combined. 





I make my trades only after much 
thought and deliberation. 





If the market does not turn my way in a 
short time I have an almost irresistible de- 
sire to get out of my trade. This is 
usually at a time when I should hold on. 





The greatest loss I ever took was eight- 
een points. I now use a two-point stop. 


Before I traded in a broker's office I was 
successful. Gossip in the office biased my 
judgment and I lost. 





Once I used a mechanical method, but 
failed for lack of nerve. 





I have traded for ten years and my 
profits amount to six times my losses. 





My success is the result of Study, 
Patience and Sufficient Capital. 





Ability to distinguish accumulation from 
distribution would help me more than any- 
thing. 





My weaknesses are overtrading, lack of 
patience and being too cocksure. 





I keep in touch with the market, because 
it is the best barometer of future business 
conditions. 





Wall Street success is a matter of brains 
—not~chance. All of its literature should 
help the individual to reach his own con- 
clusion. 





How to Sell Short 


S this magazine is constantly being put 
A into the hands of new readers, many 
of whom are not familiar with the 
technical. details of the market, we are 
frequently in receipt of requests for an ex- 
planation of the process of selling short. 

A manufacturer of a certain line of goods 
is constantly selling short. He takes orders 
for a certain quantity of his output, although 
the goods are not yet made. Suppose it is 
something which involves cotton as a raw 
material; he makes a contract to deliver his 
finished goods on or about a certain date, 
then he buys the cotton with which to make 
them. He sells before he buys. 

It is the same in stocks. If Union Pacific 
is 170 and you have reason to think it will 
decline to 160, you will simply say to your 
broker: Sell 100 Union Pacific at 170 for my 
account and risk. When the stock declines 
to 160 or to any other price you choose, you 
instruct your broker to cover your shorts, or 
in other words, buy. 

In the stock market it makes no difference 
whether you sell first or buy first. Your aim 
is to sell at a higher price than you buy so 
that you will secure a profit. If your buying 


price is the higher, your trade results in a 
loss no matter whether you buy or sell first. 

As to how the broker delivers for your 
account something which you do not own, we 
refer readers to volume 1, number 6, page 
20; but the trader need not bother his head 
about this matter, which is the broker's con- 
cern. 

When you are short of a stock: which pays 
a dividend, your account is charged with the 
amount of the dividend, but this comes back 
to you in the form of a decreased market 
price. For instance, if you are short 100 
Steel, which is selling at 70 when the books 
close for the dividend, your broker charges 
you with $125. The first sale of Steel ex- 
dividend would probably be 6834 or there- 
abouts (depending on the strength or weak- 
ness of the general market), so that you 
would be neither ahead nor behind—your 
status would be unchanged. You would pay 
the dividend out of one pocket but receive it 
via the other. 

The margins -are usually the same on either 
long or short trades. No interest is allowed 


on the proceeds of short sales, but you are 
allowed interest on the amount of your 
margin. 




















INQUIRIES 


This department is to answer miscellaneous questions in regard to the science of investment, method 


of operating, the customs of the markets, etc. 


It is intended for the use of subscribers only. Please write 


questions briefly and, if personal reply is desired, enclose stamped and self-addressed envelope. Address 


INQUIRY DEPARTMENT. 


Excess Deposits. 
I would like to know how you get at 
“excess deposits,” as shown in your mag- 


azine.—E. A. 

This always troubles new readers. Ex- 
cess deposits as shown in our “Market 
Outlook” and in the table of “Essential 
Statistics,” are based on the reports of 
clearing house banks only—not including 
the trust companies. You can get figures 
for the banks separately from the Monday 
Wall Street Journal, the Saturday edition 
of the New York Evening Post, and sev- 
eral other papers. 5 

We use the banks only, so as to permit 
comparisons with past years before the 
trust companies were included in the clear- 
ing house. 





“Toppy.” 

I have never seen in your magazine an 
explanation of the words “toppy” or 
“toppiness.”—G. B. 

A stock is said to look toppy when it 
appears unable to continue its advance. 
This is usually the result of a large quan- 
tity of stock for sale at a certain level and 
which buyers are not strong enough to ab- 
sorb. A stock will generally recede in such 
a case, after which the buyers may be re- 
inforced and gain buying power enough to 
take all the stock offered at that level and 
lift it higher. It is all a question of supply 
and demand. 





Commission Charges. 

An Indianapolis broker insists on charg- 
ing me $5.20 for a round turn in 10 full 
shares of Reading. Is this fair and legiti- 
mate, and if not, can said broker hold 20 
shares of Chicago Subway fully paid but 
not yet delivered, as security for extorting 
a double commission from me?—J. S. 

The broker has a right to charge any 
commission he likes unless he is a member 
of the New York Stock Exchange, in which 
case he cannot charge less than  one- 
eighth. Probably your broker has no New 
York Stock Exchange membership and is 
obliged to pay one-eighth himself. He 
therefore charges you one-quarter so that 
he can make one-eighth. The twenty cents 
is for tax. 

As to whether he has the right to hold 
some of your other securities until this 
commission is paid, you had best consult 


a lawyer, but our advice would be, pay him 
what he asks and deal where you can get 
a lower rate in the future. 





Dividends—Interest. 

On March 31 I bought 10 U. P. at 1705 
and on April 17 bought 10 more at 172%. 
On April 23 I sold both lots at 171%. My 
broker charges me interest at the rate of 6 
per cent. and gives me no credit for ac- 
crued dividends. Now, what I want to 
know is, am I entitled to credit for accrued 
dividends and whether or not the rate of 
interest charged is excessive. Am sure my 
broker can get money from the banks for 
at least 4% per cent.—J. W. 

The books on Union Pacific closed on 
March 2. Therefore, if you bought on 
March 31 and April 17, you are not entitled 
to the dividend. There are no accrued 
dividends on stocks except in very rare 
cases, such as when guaranteed stocks are 
bought and sold. Nothing of this kind at- 
tends transactions in Union Pacific or any 
of the standard stocks. 

If you hold a stock at the close of the 
market on the day before the books close 
for the dividend, you are entitled to that 
dividend, not otherwise. 

The rate of interest on odd lots is usually 
six per cent., especially in the case of out- 
of-town brokers. Your broker does not 
carry his Union Pacific with local banks, 
but with his New York correspondent, and 
odd lots cannot be carried in loans at as 
low rates as you see quoted for money. 
See back numbers of THE MAGAZINE o-r WALL 
Street for references to interest charges. 





No Interest on Grain Trades. 

I do not understand how brokers on the 
Chicago Board of Trade are able to carry 
long wheat or corn for their customers 
without charging any interest on the money 
which is tied up in the deal. I do not see 
why they are not under the same necessity 
of charging interest as the broker on the 
New York Stock Exchange. I have never 
seen any explanation of this point, and 
would be obliged if you would make it 
clear.—S. T. 

This is an interesting question, and prob- 
ably is fully understood by very few trad- 
ers. The fact is that the speculative trade 
on the Chicago Board of Trade is not in 
grain, properly speaking, but in contracts 
for the future delivery of grain. 
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For example, if you buy through a 
broker ten thousand bushels of May wheat, 
you are really purchasing, not actual 
wheat, but a contract by a responsible 
broker to deliver to your broker ten thou- 
sand bushels of wheat on any day at his 
option in the following May. You buy the 
contract. It does not become wheat until 
actual delivery is made to your broker. 

In the mean time, up to the month of 
May, when delivery is made, your broker 
does not have to carry any wheat for you. 
He carries the contract only, and this does 
not tie up any of his money, as he requires 
you to put up enough margin to protect 
the deal in case of a decline in price. Con- 
sequently he is under no necessity of charg- 
ing you interest. 

On the Stock Exchange the situation is 
entirely different. When you buy stocks, 
the-certificate is delivered to your broker. 
He has to accept it and pay for it. He 
therefore charges you interest on the 
money required to make the purchase. 

It was formerly the case, during a consid- 
erable period of years when grain was 
plenty and a large amount of it was stored 
in elevators in Chicago and elsewhere, that 
the distant futures always sold at a rela- 
tively higher price than the near futures. 
Thus the trader who bought wheat and car- 
ried it for a considerable time, changing 
from one month’s delivery to another, was 
obliged, whenever the change was made, to 
pay a somewhat higher price for the next 
delivery. This amounted to about the same 
thing as interest, so far as the cost to him 
was concerned; and this difference in the 
price of the futures for different months 
enabled the elevators carrying grain in 
storage to make the storage charges by 
selling the di8tant futures against the grain 
in their bins. 

For example, when the May future ex- 
pired, the December future would be sellirg 
perhaps four cents higher than May, so 
that the elevators could make four cents a 
bushel carrying charges by buying back 
May wheat which they had previously 
sold, and reselling the same quantity voi 
wheat for December delivery. 

Of late years, however, this carrying 
charge has practically disappeared. In 
fact, from 1901 to 1905, the bears had to 
pay the carrying charges instead of the 
bulls. That is, the more distant futures, in 
most cases, sold lower than the nearby fu- 
tures, instead of higher as used to be the 
case. Since 1905, the carrying charge has 
been on one side just about as often as on 
the other. The distant futures have in 
some cases sold as much as ten cents or 
more above the near futures, but it is 
equally true that at other times the near 
futures have sold ten or more cents higher 
than the distant futures. 





Charts of Boston Coppers. 
G. H.—Annual books of charts covering the 
fluctuations of Boston Coppers are available 


for the years 1907, 1908, 1909 and 1910. We 
do not know of any book of these charts cov- 
ering the year 1911 nor any of the years pre- 
ceding 1907. The price of the above numbers 
is $1.50, net. We can fill your order promptly- 





Marconi Wireless. 

I hold four shares of the Marconi Wireless 
Telegraph Company of America. It seems 
that they have been changed from par $100 to 
par $25, of which I have not been notified. 
And now it seems that they will be changed 
to par $5. Can the company compel me to 
change my four shares (par $100) to par $25 
or par $5°—H. D. 

No one can compel you to change your four 
shares of $100 par, but we believe it would be 
to your advantage to make this exchange from 
$100 into $25 par and from $25 into $5 par. 
After making the latter exchange, you also 
have the privilege of subscribing to new stock 
on advantageous terms. 





Collateral Margin. 

E. S—Replying to your several inquiries: 

(1) If you deposit a certificate of stock with 
your broker as collateral for a margin ac- 
count, you do not, in any sense, lose title to 
this certificate. You have a right to sell it at 
any price you choose or to withdraw it and 
substitute other collateral. The price of the 
stock has nothing whatever to do with the 
matter. 

(2) If you were carrying 100 Amalgamated 
bought at 80 and had deposited as margin, 20 
shares of American Smelters, worth at the 
time 84 ($1,680), your broker would figure 
that you had $1,680 margin on 120 shares or 
14 points. The 20 shares of Smelters must 
margin itself. No entry is made on the credit 
side of your account unless the Smelters or 
Amalgamated is sold. Therefore you are al- 
lowed no interest on the value of the Smelters, 
but its value is considered in estimating your 
margin. 

(3) You are invariably entitled to all divi- 
dends on stock which you own outright or are 
carrying on margin, provided you are either 
long of it on your broker’s books or have 
the stock in your possession on the day fhe 
books close. 





Averages of Separate Groups. 

It being the general rule that the leaders 
advance first, followed by (1) stocks selling 
above par, then (2) those selling below par, 
and finally (3) the low-priced issues, will you 
give me the names of three or four representa- 
tive stocks in each” of the three groups for the 
purpose of charting, to enable me to see at a 
glance the action of these different stocks? I 
don’t want to use more stocks in each 
group than is absolutely necessary.—C. J 

There is doubtless a tendency in a bull 
market for stocks to advance in something 
like the orcer you give, but there are so 
many exceptions, and different stocks are 
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influenced by such varying conditions at 
different times, that we think it would be 
impossible to make up groups for the pur- 
pose of charting in the way that you de- 
sire. 

For example, in the recent bull market 
Erie common, a low-priced issue, made an 
early and sharp advance, owing to the gen- 
eral dissemination of bull feeling on the 
prospects of this road. On the other hand, 
Lehigh Valley, a high-priced stock, and 
sometimes one of the leaders, was, in this 
case, almost the last issue to have a sharp 
advance. 

We doubt if you can do any better in this 
direction than to judge the trend of the 
market by averaging the prices of ten lead- 
ing active railroad stocks. Certain railroad 
issues and many industrials will move in- 
dependently of the trend to a large extent, 
and for that reason it is necessary to con- 
sider the prospect of each individual com- 
pany separately, in addition to observing 
the general trend of the whole market. 





Listed $100 and $500 Bonds. 


Could you print a condensed list of $100 
bonds giving exact descriptions? I think 
a list of general railway issues and sound 
industrial issues of the $100 class would 
meet with favor.—R. M. 

The following is a fairly complete se- 
lection of listed $100 and $500 bonds now 
obtainable: 


LISTED $100 BONDS. 
Approx. yield at 
current prices. 
Government and Municipal. 


Imperial Chinese Govt. 5’s 1951 (r)....5.22 
U. S. Govt. Panama Canal 3s 1961 (r)..2.85 
New York City 4%’s 1957 (r)......... 4.08 


Railroad. 


Central Vermont Ist Gtd. 4’s 1920 (r)..5.10 
Chicago, Burlington & Quincy System— 
Denver Extension 4’s 1922 (c).......3.75 


Chicago, Milwaukee & St. Paul System 
Convertible 4%4’s 1932 (c) 
Chicago, Rock Island & Pacific System 
Keokuk & Des Moines Ist 5’s 1923(c) 4.60 
Colo. & So. Refdg. & Ext. 4%4’s 1935 (c) 4.55 
Erie System— 
N. Y. & Gr’nw’d Lake Ist 5’s 1946 (c) 4.6€0 
National Ry. of Mexico System— 
RE. A, Ge, SE ON vin ais cian csnncees 4.70 


Prior Lien 4%’s 1957 (c).. . 4.95 
New Orleans, Mobile & Chicago R. R— 
Ist and refdg. 5’s 1960 (c) ; 5.33 
New York, New Haven & Hartford 
System— 
Conv. Debenture 3%’s 1956 (c)...... 3.78 
Conv. Debenture 6's  } ee 4.25 


So. Pac.—San Fr. Term. Ist 4’s 1950 (c)440 

Southern R’way System—($200 only)— 
Mobile & Bir. Ist 4’s 1945 (c)........ 5.10 
Mobile & Bir. Prior Lien 5’s 1945 (c).4.68 
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Public Utility. 


Am. Tel & Tel. Coll. Tr. 4% Ctfs. 
SOS -ccovcknuishtachintohekendid 

Kings Co. E. L. & P. Conv. Deb. 6’s 
RE a ee eee ee 4.62 

Underground Elec. Rys. Co. Ltd. of 


London Ist 4%’s 1933 (£20) (c)......4.70 
Industrial. 
American Tobacco Co,— 
Liggett & Myers 5’s 1951 (r)........ 5.20 
EB. Lepened. Sa. Beek Mee ade cwore 6st 5.15 
Central Leather Ist 5’s 1925 ae oo 


General Electric Deb. 3%4’s 1942 (c).. 
International Steam Pump Ist 5’s 4633" 


(c) 5.45 
New York Air B. Ist conv. 6’s 1928 (c).5.95 


LISTED $500 BONDS. 
Railroad. 
Approx. yield at 
current prices. 


Atchison, Topeka & Santa Fe System— 


Gonessl Se - 1906 Ge) iis cc coved eye ives 4.00 
Adjustment 4’s 1995 (c).............. 4.33 
Baltimore & Ohio System— 
Pret Fa IO C6). cstnaws Cows dccdes 4.00 
Southwestern Div. Ist 344’s 1925 (c). Mr 
Central Vermont Ist 4’s 1920 (c)...... 5.05 
Chicago, Rock Island & Pacific System— 
Rock Island, Ark. & La. Ist 4%4's 1934 
a4 TaN RR ME re ~ 95 
Paul & Ks. C. Short Line. Ist 4% 
Soa CGP. aN TI Sacks ee fo is 
melpamts Lackawanna & Western Sys- 
em— 
Morris & Essex Ist 7’s 1914 (c)...... 3.60 
Denver & Rio Grande System— 
Improvement 5’s 1928 (c)........... 5.10 
Erie System— 
.4.45 


Ist Consolidated 4’s Prior 1996 (r).. 
N. Y., L. E. & W. Ist Cons. 7’s 1920 


RE are eerie es RE 4.30 
Illinois Central System— 
Coll. Tr. Louisv. N. O. & T. 4’s 1953 
BP 66.0 dan wsuckdus¥tetns ocetenn dase 4.05 
ae Div. Term. Ist 3%’s 1953 
I PE pe aS OP Ne Ek ee 4.15 
Pr Isiand Refdg. 4’s 1949 (c)....... 4.10 


Minneapolis & St. Louis Ist 7’s 1927 (c) .4.30 
Missouri, Kansas. & Texas, Ist 4’s 1990 
ER: dice ek i sdmkad ochedtst Lehn 4.10 
Missouri, Kansas & Texas, 2d 4’s 1990 
Rr rer 
wn sou Ist & Refdg. Conv. 5’s ape 
Mobile & Ohio System— 
ee re eb 6 wien ov xnd ctnaee ry 
St. Louis & Cairo Gtd. 4’s 1931 (c)..4.45 
Norfolk & West. Ry. Ist Cons. 4’s 1996 
RE ee ORS ee bole 4.00 
Northern Pacific System— 

Prior Lien 4’s 1997 (r)..............4,00 
General Lien 3’s 2047 (r).. oe ee 4 
Pennsylvania Convertible 354’s 1915 (c).4.03 
Southern Pacific System— 
First & Refdg. 4’s 1955 (c).. 4. 
Central Pacific Coll. Tr. 4’s 1949 (c) 4. 
San Fran. Term. Ist 4’s 1950 (c)..... 4.4; 
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Southern Railway System— 
Virginia Midland 5’s 1926 (c)........ 4.35 
Union Pacific System— 
First & Land Grant 4’s 1947 (c) & ser 
First & Refdg. 4's (c) 
Convertible 4’s 1927 (c).. 
oon Short Line Ist Cons. 5’s 1946 


ee ewe eeee 


Public Utility. 
He ya State Telephone Ist 5’s 1924 


4.77 
N. ¥. Telep. Ist & Gen’l 4%4’s 1939 (c). re 


Industrial. 
Adams Express Coll. Tr. 4’s 1948 (c).. 
American Thread Ist 4’s 1919 (c)...... ‘ta 


Pocahontas Cons. Collieries Ist 5’s 1957 
. 


(GRA BAL Ra FC i ae 
Niagara Falls Power Ist 5’s 1932 (c). es 
U. S. Steel Sinking Fund 5’s 1963 (r).. 

(r) Registered. 

(c) Coupon. 





Failures—Employment of Attorney. 

Having been a subscriber to your maga- 
zine from the start I desire to ask for as 
full information as you can give me on 
the following questions: 

(1) When a stock brokerage firm fails 
what steps should be taken by an out-of- 
town customer for the protection of his 
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interests, and is anything additional advis- 
able should the firm be finally declared 
bankrupt? 

(2) In case it is necessary or advisable 
to place the claim in the hands of a law- 
yer, how can a person at a distance from 
New York secure the name of a compe- 
tent and reliable lawyer to look after™the 
claim and what is considered a proper ar- 
rangement for the compensation of «such 
lawyer in the case of a small claim (say 
$1,000) ?—C. L. 

(1) It is advisable in most cases fur the 
out-of-town customer to employ an attor- 
ney to look out for his interests. In case 
the firm is finally declared bankrupt, the 
attorney will take all necesary steps for 


you. 

(2) Doubtless your local attorney 
would be able to put you in touch with a 
New York lawyer who would handle your 
claim satisfactorily. There are numerous 
such attorneys, of course, but we would 
hardly care to take the responsibility of 
making a definite recommendation. The 
compensation of the attorney would depend 
upon his standing and the value of his 
time. 

For discussion of rights of customer 
when broker fails, see Vol. 5, p. 209, and 
Vol. 6, p. 93. 





Readers frequently ask to be referred to responsible brokerage houses. In making 
such a request, please state what amount you have for investment, or in what sized lots 
you wish to deal. Also state what large city is located most conveniently to you, or if 


you have any preference in this regard. 





We refer our readers only to such houses as we would consider safe custodians of 
our own funds, but of course can take no further responsibility. 





The Figure Chart 


The following figure chart completes the chart on page 108 of the July, 1910 Macazine 


or WALL Street down to date given below. 


It is based on the daily average closing bid price 


of 20 standard railway stocks, and gives a general view of the course of the market since 


June, 1910: 
June July Aug. Oct. Feb. June 
22, , Ae 2 18. 20, 7 
1910. 1911. 
23 
22 
21 
20 
1>* 19 19 
18 18 18 18 18 18 18 
17 17 1717. 17:17 17 17 
16 16 1616 1616 
15 15 15 15 15 15 
14 1414 14141414 
13 13 1313 1313 13 13 
121212 1212121212 
11 11 11 11 
10 10 10 
09 09 09 
08 08 
07 07 
06 





Sept. Nov. Apr. June 
27. 23. 20, 18. 
1912. 
23 23 
22 22 22 22 
21 21 21 21 21 
20 20 20 20 20 20 
19 19 19 19 19 
18 18 18 18 18 
17 17 17 17 17 17 17 
16 16 16 16 16 16 16 
15 15 15 15 
14 14 14 14 
13 13 13 13 
12 12 
11 11 


119, *100 is subtracted from each figure in order to condense the chart. Thus 19 represents 
etc. 











Essential Statistics Boiled Down 


HE figures below give a complete | comparisons for the corresponding moi:th 
I view of the financial and industrial | (or nearest month obtainable) in each of 
situation, with the best available | the four preceding years. 





Average Average PerCent. Per Cent. Per Cent. Per Cent. Money in 
Money Money Cashto Loansto Cashto Loans to Circulation 
Rate Rate Deposits, Deposits, Deposits, Deposits, Per Capita 





Prime European New York New York All All First of 
Commer- Banks Clearing- Clearing- National National Month. 
cial Paper house house Banks. Banks 
New York. Banks. Banks. 
GE aa EY 3% 3% 26.9 95.8 Ba: eas $34.61 
NB BEE Se eee 4% 35% 26.1 97.2 ae sak 34.56 
. & ee 4% 4 25.7 99.2 103.3 16.3 34.45 
, “S| eee 3% 3% 28.1 95.7 105.3* 17.1* 34.70 
wk | pe: 4% 3% 27.1 100.5 104.5* 16.0* 34.59 
“ sili adap ae: 3% 3 26.6 96.8 103.3 18.2 35.01 
Bes cece detess 4 3% 29.4 94.3 105.5T 20.07 34.75 
*March. tApril. ?tMay. 
New Securi- Bank Balance of Balance of 
ties Listed Bank Clearings Gold Trade 
N. Y. Stock Clearings of U.S. Movements Imps. or 
Exchange of U.S. Excluding “ae or Exports. 
(000 omitted) (O00 omitted) N. Y. City. Expo (000 omitted) 
(000 omitted) (000 opitted) 
May, 1912....... $86,412 $14,883,285 $6,103,508 Ex. $1,104 Ex. $20,295 
April, 1912...... 207,443 15,043,486 6,213,331 Im. 2,075 Ex. 16,565 
May, 1911....... 69,266 13,524,593 5,565,969 Ex. 1,802 Ex. 23,338 
AS ae 174,297 13,178,504 5,371,635 Im. 2,424 Ex. 12,245 
a nee 465,478 13,006,573 4,910,322 Ex. 8,907 Ex. 7,262 
OS Bes waitin db 138,876 10,868,844 4,199,011 Ex. 23,454 Ex. 29,567 





Gibson’s Bradst’s English Whole- Produc’n Price U.S. Produc- U. S. St’l 
Index Indexof Indexof sale  oflIron of tionof Cop- Co. Unfill. 
Cost of Commod- Commod- Price of (Tons.) Copper per (Lbs.) Tonnage 
Living. ity Pes. ity Pcs. Pig Iron.(0000’td.) (Cents). (000 o’td.) (000 o’td. ) 











June, 1912....... 121.8 9.10 2687 $15.50 / ? See 
May, 1912....... 122.7 9.27 2693 15.61 2,512 16.1 126,737 5,750 
April, 1912...... 120.5 9.10 2791 15.50 2,375 15.7 125,464 5,664 
June, 1911....... 1058 8.53. 2540 15.21 1,893* 124 126,962* 3,113* 
"i. Oi... | TSS 8.91 2411 16.80 2,390* 124 123,000* 4,257T 
Sint Bice SA 8.39 2227 16.53 1,883* 132 118,000* 4,057t 
way TAD ° 7.72 2188 16.62 Leet ee Sees 3,313T 
*May. fJune. 
Net Building Business Crop Conditions. Babson’s 
Surplus Operations, Failures. --—-——— — — Average 
of Idle Twenty Total Winter Spring Cotton. 10 Leading 
Crs. Cities. Liabilities. Wheat. Wheat. “°° R. R. Bonds. 
St pS ee Fes 743 95.8 7 97.2 
May, 1912.. 130,098 .$59,434,953 $14,076,671 79.7 Sat 78.9 97.6 
April, 1912.. 18,708 63,068,298 15,974,064 80.6 nay ots 97.9 
June, 1911.. 166,970 42,663,880*  14,160,206* 80.4 94.6 87.8* 98.3 
“ —-1910.. 126,497 51,775,655*  11,463,882* 80.0 92.8 &2.0* 97.4 
1909.. 277.274 66,211,000*  13,812.440* 80.7 95.2 81.1* 101.9 
1908.. 349,567 35,458,000*  20,243,820* 86.0 95.0 79.7* 95.5 


~ *May. . 





The Situation Summarized 


[While an attempt is here made to divide the important factors into favorable and 


unfavorable, this classification is for convenience only. It should 


be fully recognized 


that the same factor may have a bullish effect in one direction and bearish in another, 
or may be bullish in its immediate influence, but containing dangerous possibilities for 
the future. Also, it would be impossible to strike a balance in this way, as one bullish 
factor might be so important as to outweigh all bearish considerations, or vice-versa.] 


Favorable 


Crops. Spring wheat outlook is well 
above the average, with possibilities of a 
bumper crop. Soil well supplied with mois- 
ture. Oats now show high condition and 
large acreage, but results with this crop 
depend largely upon harvesting conditions. 
Corn planted late, but under very favorable 
weather conditions. Fine hay crop and 
prospects for fruits excellent. 


Steel mills running close to full capacity 
with large orders ahead. Prices hardening 
and prospect apparently good. Shortage 
of labor at Pittsburgh. 


Pig iron production at new high record 
figures for the month of May. Price still 
low, but shows improving tendency. 


Copper stocks continue to decrease at 
home and abroad and are now very light. 
Production so far shows but moderate in- 
crease and is not yet above normal. As a 
result of this situation, price of copper has 
advanced to 17% cents. 


Money easy, both call and time, reserves 
satisfactory and excess deposits large. 
Considerable supply of temporarily idle 
capital, but investors hesitate to put it 
into securities freely. New York banks 


gaining money from the interior in un-_ 


usually large volume for the season. 


Railroad activity in the Far Northwest. 
Northern Pacific four-tracking in Washing- 
ton, Great Northern extending lines, and 
St. Paul tunneling Cascade .Mountains. 
N. Y., N. H. & H. proceeding with electri- 
fication New York to New Haven. . 


Cotton supplies and foreign trade. Small 
stocks of cotton on hand and a big export 
demand seem to assure continued good 

rices. The cotton situation is especially 
important because of its large influence on 
our export balance. 


Rising commodity prices and increasing 


gold supply constitute both a bullish and a . 


bearish factor, from different points of 
view—bullish as encouraging industrial en- 
terprise, bearish as increasing the cost of 
living and of doing business. The bullish 
influence is perhaps more immediate than 
the bearish. 


Good volume of business continues to be 
done, but mostly on a small margin of 
profit, 


Unfavorable 


Demand for capital. Heavy issues of new 
securities since January 1 at relatively high 
rates of interest. This means absorption of 
capital which might otherwise flow into ex- 
isting securities> Further issues awaiting 
a market. New York subway will call for 
tremendous sinking of capital in temporarily 
unproductive channels. This scarcity of cap- 
ital is also observable abroad, where some 
degree of “investment indigestion” is re- 
ported. British Consols lowest in 70 years. 


High-grade bonds are hard to sell. High 
interest, short-term securities are necessary 
to bring out capital. Average price of rail- 
road bonds now lowest for four years. 

Politics. General uncertainty and appar- 
ent prevalence of radical and anti-corpora- 
tion sentiment. Any strong agitation for 
change of existing system is unsettling. 

Crops. Present indication is that the cot- 
ton crop will be below the average, but too 
early to estimate with accuracy. Winter 
wheat promises about 85 per cent. of aver- 
age for last 10 years. Worst outlook for 
that crop since 1904. 

Failures for May largest on record for 
that month with exception of 1908.  Fail- 
ures first five months of year have been un- 
usually large in number, but total of lia- 
bilities is not especially heavy. Small busi- 
ness men are being crowded out. 

Foreign. German financial conditions 
strained. Repeated warnings by Govern- 
ment commissioner and prominent bankers. 
Berlin reported bidding 5% per cent. for 
30-day loans in New York. Speculation in 
London again active. 

Supreme Court adjourned without decid- 
ing anthracite case, thus prolonging uncer- 
tainty. Sharp advance in price of coal as 
a result of strike settlement is opposed by 
Federal Government and will increase pop- 
ular dissatisfaction. 

Net earnings of railroads running below 
last year, although general price level is 
much higher. Showing of net earnings in 
annual reports likely to be discouraging. 

Labor troubles continue widespread. 
Lockout of three thousand men at Pater- 
son, N. J.; strike of New York hotel wait- 
ers; street railway strike in Massachusetts; 
possibility of strike vote on Pennsylvania 
Railroad; strike vote by shop men of West- 
ern roads, involving 100,000 men. Some 
voluntary increases of wages in Mass. 
London dock strike a failure, however. 























The Outlook 


Some of the Factors Beneath the Surface of Current Events 
By G. C. SELDEN 


HE general course of railroad stocks for 
ten years is shown in chart form below. 


The last week given is that ending 


June 15, 1912. 


The diagram also shows, in millions of dol- 
lars, the course of excess deposits and sur- 
plus reserves of New York clearinghouse 
banks (excluding the trust companies). The 
zero line represents equality of loans and 
deposits. 

The line of excess deposits continues to 
show erratic and contradictory movements, 
reflecting the current unsettlement of busi- 
ness and political conditions. The rise of ex- 
cess deposits in New York since April has 
been nearly as rapid as was the downward 
movement in February and March. Undoubt- 
edly the spotted condition of trade has been 
the principal reason for this accumulation of 
funds in New York City. While the steel 
and copper industries are active, many other 
lines are relatively dull and the approach of 
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«the national conventions and of the political 


campaign has tended to increase the feeling 
of conservatism. 

Movement of cash. The result has been 
that cash has moved toward New York in 
unusual volume for the season. Beginning 
with the week ending April 11, this return 
movement was heavier than at the corre- 
sponding season for five years, including even 
the dull year 1908. The slackening of interior 
retail trade and the unwillingness to invest 
money in local enterprises pending the po- 
litical unsettlement of the summer, are the 
only reasons visible for this exceptional 
movement. 

Timidity of capital. Unwillingness to 
invest idle capital or exhaustion of supplies 
for investment are, however, world-wide 
phenomena at this time. The highest gtade 
bonds can be sold in New York only at con- 
cessions in price which would have seemed 
absurd a few years ago. In London “huge 
capital flotations” are described as “the key 
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to the financial position.” Financial conges- 
tion is feared and a higher bank rate is ex- 
pected later in thé season. 

“The chief feature of the Amsterdam mar- 
ket” also is reported to be “continued demand 
for fresh capital, which is putting a strain on 
the available resources of investors.” The 
customary seasonal reduction of the official 
discount rate of the German Reichsbank was 
much later this year than usual, and reflected 
no real change in European money conditions. 
Many German bankers are inclined to indorse 
the sensational warning recently given by 
Director Von Gwinner of the Deutsche Bank. 
Wild speculation in certain industrial stocks 
has been a feature and the Government Com- 
missioner who has charge of enforcing the 
Bourse law has expressed grave apprehen- 
sion on this account. Reduced ability of the 
market to absorb new securitiese is generally 
commented upon. 


Crops. The condition of American crops 
may be described as generally good, and the 
best of weather during the rest of the season 
might materially enlarge the yield. The win- 
ter wheat is now practically made, and the 
crop will be small, owing both to reduction of 
acreage and to low condition. Some of the 
acreage usually devoted to winter wheat was 
put into corn, and although the season is late, 
corn prospects are otherwise excellent to date. 
A good spring wheat crop is well under way, 
but it is too early to estimate final results. 

An important feature is the fine hay crop, 
most of which has been gathered. All fodder 
crops and pasturage have had an exceptionally 
good year. This should mean_ eventually 
cheaper meat and butter. Fruit and vege- 
tables are in splendid condition so far. 


Steel and copper are showing greater 
activity than any other lines and in both the 
prospects appear to be excellent. A _ large 
volume of railroad orders explains to a great 
extent the activity of the steel trade. The 
railways held back orders as long as possi- 
ble and were finally forced into the market by 
their actual requirements. There is no indi- 
cation that this active demand by the roads 
for new equipment, rails and structural steel 
has as yet run its course. The roads have 
not yet caught up with normal requirements. 
Increased building activity is also noticed and 
a considerable miscellaneous demand for 
steel. 

The extraordinary growth of steel exports 
is especially worthy of attention. This is due 
to the fact that American prices have been 
relatively lower than in Europe, permitting 
the foreign consumer to buy cheaper on = 
side. It is stated that one-quarter of the U.S 
Steel Corporation’s orders since January 1 
have been from foreign consumers. Estimates 
of steel exports for 1912, based on the move- 
ment for the first half of the year, are placed 
at 3.000,000 tons or over, which would be 
double the export business done in 1910 and 
nearly 50% over that of 1911. 

It is the large foreign demand, also, that is 
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chiefly responsible for the rising price and 
shrinking stocks of copper metal. At this 
writing electrolytic is quoted at 1734, though 
only a small business is now being done, as 
consumers have satisfied their immediate 
needs. 

A renewed buying movement is predicted 
for the autumn months, but on this point opin- 
ions are divided. The bears say that the high 
price will cause a rapid increase in produc- 
tion. In fact, a steady increase in mine and 
smelter output has been in progress for a 
year, and this increase has not yet fully ap- 
peared in the output of the refineries. There 
must be some accumulation of blister copper 
on hand, but how great it would be difficult 
to say, as no reliable figures on this point are 
obtainable. 

At any rate the present outlook is that still 
higher figures for copper metal will be made 
before production overtakes consumption. 
As is well known, the metal market is gen- 
erally kept well in hand by the great copper 
interests and the price can be held up for some 
time, if desired, even in the face of increased 
production. 


Business failures. The increase in the 
number of small failures during the first half 
of 1912 has attracted considerable attention. 
The meaning of it appears plain. The small 
business, with its inefficient methods and lim- 
ited capital, can hold its own in a period of 
general prosperity, but lags behind in the race 
when unfavorable conditions are encountered. 
This is the natural outworking of economic 
forces and President Taft will certainly find 
it hard to stem the tide and bring about that 
return to competition which he seems to de- 
sife. 


_ The stock market has seemed to be feel- 
ing its way amid conflicting conditions, with- 
out any pronounced general tendency at the 


moment. Political uncertainty has apparentl) 
had the effect of causing extreme dullness. 
The fact is that the political situation has - 
been so mixed that the majority of traders 
have simply given it up as an insoluble puz- 
zle and have been inclined to await develop- 
ments before taking a position in the market. 

Other conditions have been almost equally 
confusing. Of course the ease of money is 
always a strong bullish influence, generally 
more important than any other; but high cost 
of living and radical political sentiment have 
now introduced new features into the calcula- 
tion, so that confused movements of prices 
have resulted. 

The immediate outlook is better for the in- 
dustrials than for the rails, as is brought out 
in the article, “The Railways and Their Cost 
of Living,” in this issue. As this is written 
it looks as though Roosevelt had been elimi- 
nated as a presidential possibility. Regard- 
less of the merits of the policies he has advo- 
cated, this impresses me as a bullish develop- 
ment, because of his erratic and mercurial 
temperament. 
































